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ECONOMIC POLICY, ORGANIZATION AND MAJACIIIEUT 


MINISTRIZS SCORED FOR LAXITY, TARDINESS 
Moscow TRUD in Russian 24 Nov Sl vp 2 


[Article by 3. Karpenko, candidate of economic sciences, ‘foscow: "On ‘ew Pails 
of Management" ] 


[Text] More than two years ago, more precisely in Julv 1979, the CPSU Central Com 
mittee and tie USSR Council of ‘‘inisters promulzated 2 document that is of most im 
portant value for the development of our entire economv--the decree on irprovine 
planning and perfecting the economic mechanism. The transition of industry, con- 
struction and transport to the new rails of manacerent requires a creat deal of vre- 
paratory work, care and an informal, creative aprroach. 


Tne origin or origins is to be found in methodolocical cuides, normative acts and 
instructions that should concretize the points of the decree and create a practical 
foundation for the new system of planninz and economic stimulation. For todav, more 
than 80 normative acts were adopted. This is enough to beein the transition to the 
new conditions. The development of a draft of a plan of economic and social devel- 
opment of the USSR for the llth Five-Year Plan was done with consideration beine 
given to new indicators and methodological instructions. 


The new five-year plan contains several large integrated goal programs for economic 
and social problems, including food and power and also a large-scale program for 
speeding up the development of the petroleum and gas industry of Western Siberia. 
Forty integrated goal programs for the most important directions of scientific- 
technical progress and 120 programs for major technical problems have been worked 
out. 


Major attention is being paid to raising the level of balance of plans. Gosplan 
USSR has now worked out almost twofold more material balances than in the 10th Five- 
Year Plan. A statute was approved on a system of progressive technical-economic 
norms and quotas according to forms of outlays: labor, raw and other materials, 
fuel-power resources, use of production capacities and specific capital investments. 


A necessary preparation for transition to the new conditions is going on in many 
ministries and departments. The main portion of USSR ministries and departments is 
being shifted to planning of normative net production (NNF) with the new year. But 

as of now the following have been completely transferred to the evaluation of work 

on the basis of NNP: the Ministry of Heavy and Transport Machine Building, the Ministry 
of Power Machine Building, the Ministry of Machine Building for Light and Food Industry 

















and Household Appliances, the tinistry of Nachine Building for Animal "lusbandry and 
Fodder Production and tie Main Administration of the Construction Materials Indus- 
try of Moscow Ublispolikom. 


Such is the picture as a whole. For the realization of the decree of the C?SU Cen- 
tral Committee and the USSR Council of Ministers, a great deal, as we see, has been 
done. Nevertheless the decree on the economic mechanism is being introduced slowly 
in a half-hearted sort of way. This was directly mentioned by General Secretarv of 
the CPSU Central Committee L.I. Brezhnev in his speech at the Noverber (1°81) 
Plenum. 


Tnere is concern, for example, about the tempi of preparation for the transition tc 
tne new conditions of management in a number of sectors of industry. The USSR Min- 
istry of Ferrous Metallurgy, the USSR Ministry of Nonferrous Metallurgy and the 
Ministry of Lignt Industry are only now getting ready to conduct the experiment of 
trying out the new system at some of their enterprises. Dut this and the subse- 
quent elaboration of documents require time. At the USSR ‘dnistrv of Food Industrv, 
less than 200 production associations and enterprises have been transferred to the 
NNP indicator. Is that a lot or little? Very little, as their production volume is 
a mite larger than one (!) percent of the total volume.. 


Similar examples could be continued. B8ut this is not the entire problem. It is no 
less distressing that in the process of introducine the new system, its essence-- 
raising efficiency of production--is lost. For this reason, there is no success in 
acnievine high end results. This imnoses rot only material Cut also ~oral d-mage 
--the idea is discredited, and in certain maragers the feeling arises of lack of 
confidence in the effectiveness of the outlined measures. Let us clarifv what we 
mean in a concrete manner. Cne of the cornerstones of immroverent of plannine and 
perfecting of the economic mechanism is stability of tarcets, the absence of volun- 
taristic corrections both in the direction of reduction and in the direction of in- 
cre se. arbitrariness in this matter teaches people, so to say, official deception, 
and this perhaps is worst of all. 


But one encounters such practics at the Ministry of Heavy and Transport “Machine 
Buildine, the Ministry of Power Machine Building and other ministries shifted to 
normative net production and the normative method of wage planning. At the Ministry 
of iieavy and Transport Machine 3uilding, for example, the plan underwent correc- 
tions last year at the great majority of the enterprises (more than 70 percent). 
Even quarterly plans are frequently changed. All the time, of cour: , in favor of 
reduction. Bonuses are paid, but at the same time things are not doire too well. 
Then a correction is made, that is, the norm for formation of the wage fund is in- 
creased. This fund, instead of being reduced, remains at the former level, and 
everyone is happy, if you omit the fact that the svstem has lost its meaning and 
the state is in the red. Plan correction is persistently enzaged in at the “inis- 
try of Petroleum Industry, the USSR Ministrv of Coal Industry, the USS"? Ministry of 
Timber, Pulp and Paper and Wood Processing Industrv, the Ministrv of “feat and Dairv 
Industry... Furthermore, such practice is indulged in in the current vear. 


Who then corrects the plan? First of all, ministrv heads. Today they have this 
right. Unfortunately, even at Gosplan USSR, the necessarv firmness is not alvays 
displayed. It is clear that perfecting of the economic mechanism presupposes a 
certain break in realization--constant attention should be paid to this at the 








ministries. Increased responsibility, communist awareness and a state apnroach-- 
this is wnat should te characteristic of the personnel of the sector's staff. Then 
corrections as a method of manaverment will on their own lose their validity. In 

any case, Gosplan USSR must exercise adherence to princinle and strictness in recard 
to this question. The fact is that improvement of management is party vork, nolit- 
ical work. 


iiere anotier aspect of the problem is important. Plan instability is one of the 
reasons why the transition to the Shchekino, Zlobin and other nrocressive forms of 
labor organization is proce-dine slowlv. Thus, on the one hand, thev, so to sav, 
"forgive" increases in size, on the other, che danger exists (and not without founc- 
ation) that for a cood enterprise the plan will be corrected for each subceauent 
year in the direction of increase "from the base," fror the attained. This outs 
the plant in an extremely difficult position. Yet the decree of the CTSU Central 
Committee states that the plan should reach the enterprise with a breakdowm bv 
years and that it is not rermitted for it to be chanced. Only bv puttire an end to 
the correction practice and by providing firm guarantees of plan stabilitv, will it 
De possible to speed up the introduction of prozressive methods of organization of 
production. out, of course, a lot depends here on the enterprises and associations 
themselves. Today they are using quite inadequately the riehts eranted them of 
establishing for workers pay increases and supplementary pavments, stimulatire the 
nolding of two joos, fulfillment of tarcets with fewer personnel, growth of person- 
nel skills. At machine-bduilding entermrises, for example, uavine two vocaticns or 
jobs accounts for less than 6 percent of the industrial-production personnel. 


In the final analysis, the Shciekino method, for examle, is slow in spreading at 
tie Ministry of Petroleum Industrv, the ‘{finistrv of Gas Industrv, the ‘inistrv of 
Electrical cquipment Industry, the ‘Ministry of Tractor and Acricultural !achine 
Building and the tfinistry of Construction, Road and Municival "“achine ®uilding. 


It would seem that a certain positive role should be played here bv such a new in- 
dicator as setting of a limit on the number of personnel. Sut the problem is that 
these limits are not everywhere worked out with account being taken of progressive 
norms and quotas. And some ministries in ceneral pay no attention to limits and 
calmly increase the size of personnel. At the Ministrv of Meat and Dairy Industry, 
for example, the number of enterprises, maintainine workers in excess of prescribed 
size, has grown more than 20 percent in the current vear. At these enternvrises 
there are almost three times as many people as set by the limits. At the USSR “in- 
istry of Light Industry, the USSR Ministry of Food Industrv and the USSR Ministry 
of Rural Construction, many enterprises and organizations have above-linmit numbers. 
Sanctions applied in such cases are not verv effective: directors are deprived 
of bonuses. but today the bonus system is so broad that many ways exist of obtain- 
ing a bonus: for new equipment, for economy and so forth. It is clear that the 
bonus system and the sanctions svstem are in need of improvement--thev must work 
full force. 


In practice, ministries still do not carry full responsibility for the results of 
financial-operational activity of tiieir associations and enterprises. Thus in the 
last two years, enterprises subordinate to the Ministry of ‘leavy and Transport 
Machine Building, when not ful line their profit plan, not onlv did not reduce 

their expenditures, but, on the contrarv, allowed significant above-nlan deductions 
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for covering losses relating to housing and municipal services, interest pnavments 
for bank credit and the like. As a result, budget receipts were several tens of 
millions fewer than guaranteed by this ministry. 


Occasionally, state money is poorly counted as well at a number of other ministries. 
Measures worked out by many ministries “or the llth Five-Year Plan on improvine the 
economic mechanism are frequently of a zeneral character and insufficiently instruct 
associations and enterprises in regard to raising efficiency of production. 


One of the most significant defects in the realization of the Julv decree is to be 
found in defects of material-teehnical supply, disruptions of regularity of deliv- 
eries of raw and other materials. This is due to lack of coordination in the organ- 
ization of direct long-term ties and the absence of reserves as well as imperfect 
organization of transport. Gossnab USSR and its organs frequently change suppliers, 
do not always fully take into consideration requirements of enterprises in regard to 
resources and are unable to ensure precision in planned repularitv of surnly. 


Realization of the July decree is also slowlv proceedine in cavital construction. 
In particular, the decree points out the importance of bolsterine the rolicv of 
reconstruction anc reequipment of existine enterrrises. But in the first vear of 
the fiveevear vlan, the share of outlavs for these purncecses not onlv failed to ire 
crease but rather, the other wav around, even dropred 2.5 percent comared to last 
year. Such an incorrect policy is carried out by orderine rinistries in the devel- 
orment of drafts of plans. 


Many ministries and departments (‘linistrvy of Tover and "lectrification, ‘‘iniscryv of 
Transport Construction, USSR Ministry of Industrial Construction, USSR Ministry of 
Construction, USSR Ministry of Heavy ard Transport Construction) have allowed a 
formal approach to the conversion of contractine orzanizations to plannine and 
assessment of their work on marketed construction products as well as in conducting 
accounts for these products. A paradoxical situation arises: there is a report on 
marketed products, but the plan for start-up of facilities has not been fulfilled. 
This can be explained simply: let us say that a building has been turmed over but 
the boiler room has not been built. Formally, the building has been accerted, tut 
it is impossible to operate it without the boiler room. Such "tricks" ververt the 
very nature of the July decree. 


So let us summarize what has been said. Analysis of the course of reorganization 
of plannine and the economic mechanism shows that this work, with an orientation 
toward end results, is not being conducted sufficiently actively at all the minis- 
tries. In a number of cases, attention is concentrated only on changes of indica- 
tors and the implementation of isolated measures. ‘Sut something else is demanded 
today: a comprehensive (and not a formal but a creative!) emnlovment of the svster 
of measures defined in the July cecree of the CPSU Central Committee and the USSR 
Council of ifinisters. A stable, strenuous, but realistic production plan provided 
with resources, stable economic quotas, «n efficient supply svstem, rational orpan- 
ization of work and upgraded discipline of lator constitute the principal condi- 
tions for effective work on tue fulfillment of the tarvets of the five-vear nolan. 
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ECONOMIC POLICY, ORGANIZATION AND MANAGEMENT 


PROBLEMS OF IMPROVING ECONOMIC INFRASTRUCTURE DISCUSSED 
Moscow PLANOVOYE KHOZYAYSTVO in Russian No 10, Oct 81 pp 54-63 


[Article by Professor V. Krasovskiy, doctor of economic sciences: "Problems of 
Improving the Infrastructure" ] 


[Text] Improvements in the infrastructure are closely connected with the course 
aimed at intensification of the economy--an important direction in national economic 
planning. Successful resolution of this problem makes it possible to utilize the 
great potential of social production and promotes better production efficiency. 

The 26th CPSU Congress set the task of insuring accelerated growth in the sectors 

of the infrastructure for production and social welfare. 


The growing economic role of the infrastructure results from a number of factors 
connected primarily with the new requirements of socialist expanded reproduction. 

In connection with the increased scales of production and the accelerated growth 

of the social division of labor the number of interorganizational links is multiplying 
rapidly, including transportation flows and data flows; and the scales of the reserves 
required for personal and productior demand are growing. Simultaneously, new production 
Sectors and territorial-production complexes are being created, new economic territories 
are being opened up, new sources of raw materials and fuels are being utilized, 

and large-scale measures are being implemented to irrigate and improve the fertility 

of land and for environmental protection. This all requires expansion of the systems 

of transportation and communications and other lines of communication, along with 

the formation of new functional elements in the infrastructure. 


The formation, disposition and timely delivery of huge resources stipulate the 
prevention of losses and uninterrupted supplies of consumer goods for the public 

and material resources for production. Hence, a general program for the development 

of the infra-structure should be oriented on the growing role of the latter in 

social production. Under present conditions the infrastructure is being transformed 
into a powerful factor in production intensification, not only at the national economic 
level as a whole but also at the level of each rayon, each sector and each enterprise. 


Theoretical and Methodological Problems in the Formation and Planning of the Inf ra- 
structure. 


Use in accounting and planning of the concept of the infrastructure is sound only 
in cases where it joins together a group of sectors and objects of a common functional 











nature possessing internal unity. It is appropriate to recall this since of late 
a multitude of various definitions of the term "infrastructure" has appeared which 
interpret in an extremely arbitrary and variegated way the content and composition 
of the sectors and objects of the infrastructural complex. 


It can be asserted that the infrastructure is that sphere of the economy where in 
the process of circulation a continuation of the process of production takes place. 
Accordingly, the sectors of transportation, communications, warehouse operations 
and material and technical supply should be considered as its main nucleus. The 
entire system of electricity-supply networks, heat-supply lines, gas and oil 
pipelines, industrial transportation, and the engineering networks of enterprises 
must also be included. In agriculture, in addition to the roads, warehouses and 
storage facilities, all irrigation systems should be included in the makeup of the 
infrastructure. 


In terms of its economic nature, the production infrastructure is an integral part 
of a society's production forces. Despite the fact that, as a rule, none of its 
sectors creates a final product, nevertheless, most of them participate directly 
in material production. Even though it does not alter the material form of the 
use value, the live labor expended here augments the national income. 


Since the process of material production continues in the sectors of the infrastructure, 
the question arises as to which of the two subdivisions of social production the 
infrastructure belongs. To answer this, it must be taken into account that, for 
example, the means of transportation deliver resources simultaneously both for 
production consumption and for personal consumption. Accordingly, there are 

grounds for assigning these means to both subdivisions. At the same time, the 
activity of the infrastructure sectors is usually of an intersector nature and is 
directed toward serving the entire economy as a whole or its major spheres, complexes 
and networks. The determining factor in the concept of "infrastructure" is the 
attribute of the totality of the production sectors of the circulation sphere that 
insure the overall conditions for production and the nonproductive sphere. 


It would, however, be incorrect to lay too much emphasis only on the attribute of 

the overall conditions while forgetting about the features of the infrastructure 

in the circulation of the social product. Meanwhile, in the literature, the criterion 
of overall conditions as applied to circulation in the sectors within the infrastructure 
is sometimes abused. Thus, they say, metallurgy creates overall conditions for 

the formation of fixed capital in all sectors of the national economy, construction 
organizations do it for the expansion of production capacities in all sectors; 

electric power engineering for the operation of electric motors at all enterprises; 

and the sectors of the nonproductive sphere for housing and the activities of the 
population. 


Allocating a group of sectors to the infrastructure should take into account the 
entire aggregate of criteria associated with its role in economic circulation within 
the country and the features of its output in the form of services, and its links 

in a regional plan. Any other approach leads to strange and doubtful conclusions. 
Sometimes most sectors of heavy industry are acsigned to the infrastructure, along 
with the entire nonproductive sphere, the fuel and energy complex, electric power 
engineering, and a considerable part oi machine building and other sectors. It 
seems as if the infrastructure now takes up the overwhelming part of fixed capital 











and is outstripping all subdivisions in terms of production output. Thus, in 
essence, the complexity and acuteness of the problems of improving the infrastructure 
vanish and it is unjustifiably included among the most developed sectors. It is 
clear that such an approach does not meet the requirements made of transportation, 
supply and so forth. 


With all these extended interpretations, the true economic function of the 

infrastructure associated with accelerated circulation of production and services 
is concealed and the ooundaries of the infrastructural complex become blurred and 
scattered. Moreover, determination of planning and accounting indicators for the 
group of sectors in the infrastructure requires an exact idea of its boundaries. 


In this connection it is useful to recall the unique approach to the boundaries 

of the infrastructure that has been seen in recent years on the part of the geographic 
economists. They stress the significance of the factor of “immobility” in the 
infrastructure and its consolidation on a territory, reminiscent of the remark 

of Marx about capital installations which "put down their roots into the very earth.” 
But consolidation on a territory is typical for the overwhelming part of fixed capital 
in material production and the nonproductive sphere, and this postulation of the 
problem by the geographers means that the infrastructure should include the 
overwhelming part of fixed capital in the country. But you see, then, the mobile 

part of transportation (railroads and water and air transportation) and the tractor 
pool, combines and animals in agriculture would not be included as part of the 
infrastructure. And it is, of course, precisely the mobile part of transportation 
that is the most important part of the preduction infrastructure. 


One of the problems in planning and forming the infrastructure is the relationship 
between the production infrastructure and the social welfare infrastructure. Just 
as in the sphere of material production not all sectors of industry should be 
included in the infrastructural complex, so not all directions and objects should 
be included in the social infrastructural complex. 


In our country an immense socioeconomic program aimed at raising the living standard 
of the Soviet people is being implemented. One important part of it is made up 

by housing construction and improvements in the educational, health and social 
security systems and in everyday services and public catering and so forth. However, 
the social programs for improving the national well-being are not auxiliary to sector 
or intersector production programs even though, of course, they take into account 

the demand for material production. 


The material and commodity funds created for the social sphere (housing, schools, 
palaces of culture, hospitals, sanatoria, stadiums and so forth) serve directly 

to satisfy worker demand, not production demand. Hence, the approach to the formation 
of these funds is fundamentaily different from the formation of the material and 
commodity funds of the production infrastructure. Thus, in urban development account 
is taken of the interests of the industrial enterprises of a given city or region. 
However, the general plans for the city should not be determined by these interests 
or formulated as a kind of aggregate of the industrial settlements. As a rule, 
general plans for cities, regional planning and plans for the development of health 
spas and resort areas are not oriented on establishments and departments. They 
provide for comprehensive development of general city services and modern planning 
of the structure of regions and microregions. 


~~) 








Work dealing with the problems of the social infrastructure has been appearing in 

the literature recently. In them the idea is put forward that along with the 

production infrastructure, which creates the conditions for the development of the 
means of production, “there has been a significant expansion also of the social 
infrastructure, which insures conditions for the efficient activities of people 

in all spheres of social life."* Here, it is pointed out that the social infrastructure 
‘s the totality of material and commodity elements creating the overall conditions 

for the rational organization of the main kinds of human activity--labor, sociopolitical 
and so forth.** But it remains unclear how this definition of the infrastructure 
differs from the term "fixed capital in the nonproduction sphere." It is obscure 
because in the sphere of material production this term will be used as before, while 

ir the social sphere it should be replaced by something new. 


There is more. Whereas in the production sphere fixed capital connected with the 
circulation of material resources is assigned to the infrastructure, in the social 
sphere the present definitions are merely somehow duplicated. It is also bad that 
even with such a "broad" understanding of the social infrastructure, its real 
objects, that demand greater attention, are forgotten. It is a question of 
engineering installations in cities, heating and water supplies, installation of 
telephones and other important directions in the nonproduction sphere. 


It states in N.F. Chernyavskiy’s book that “the infrastructure applies only, and 
unevenly, to the sectors that offer only production services. In addition to 
these,it includes the sectors of the nonproduction sphere making up the social 
infrastructure."*** Thus, the entire nonproduction sphere is considered a sector 

of auxiliary services. The impression is created that those who support the inclusion 
of a new term "social infrastructure” in the economic lexicon have found no serious 
argument for substantiating their extremely broad interpretations of this tern, 

and, very likely, are concerned simply with renaming existing categories and concepts 
to make them more “impressive-sounding"™ and "modern." But the true content of the 
concept “social welfare infrastructure” has remained obscure, even though it has 

its own specific features affecting primarily transportation, city communications, 
engineering services, municipal services and so forth. 


The Infrastructure at Different Levels of the Economy. 


The range of sectors and objects included in the infrastructure is characterized 
by a certain flexibility. It depends on the level of accomplished production and 
social programs, on the regular tasks set for five-year and long-term plans, and 

ym the scale of the potential already created. Obviously, it is inadvisable to 
propose a rigid classification for infrastructural objects that holds for all five- 
year plans and for entire economy and its spheres and sectors. 





*® Zh.T. Toshchenko. "Sotsial'naya infrastruktura, sushchnost' i puti razvitiya” 
[The Social Infrastructure. Its Essence and Ways To develop It], Moscow, Mysl' 
Publishing House, 1980, p 29. 
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kkk T.F. Chernyavskiy. “Infrastruktura sel'skokhozyaystvennogo proizvodstva" 

[The Infrastrucure in Agricultural Production], Moscow, Ekonomika Publishing 
House, 1979, pp 20-21. 
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As shown above, the basic nucleus of the production infrastructure is made of those 
sectors that insure accelerated circulation in the process of reproduction. Under 
present conditions, data systems and computers are also included along with the 
traditional sectors of the infrastructure. The transportation sectors also include 
electric power networks for carrying energy via conductors. Modern irrigation and 
land improvement systems designed to improve soil fertility through the rational 
collection and redistribution of water should be included among the features of 

the infrastructure in agriculture. 


At the national economic level it is obligatory to take into account the netwo:k 

of mainline railroads and pipeline transportation, major highways, aviation networks, 
the power transmission lines forming the European, Central Asian and Siberia power 
systems, and major irrigation systems of national significance. For the territorial- 
production complexes, industrial centers and industrial zones, the infrastructure 
should include local lines of communication, highways of local importance, access 
roads, local electricity supply networks, irrigation canals and so forth. A major 
power station, however, even if it is located right in a production complex, is 

an object not of the local but the all-union infrastructure and is subordinate to 

the conditions of an all-union enterprise. 


As shown above, on the scale of the entire country, it is impossible to talk about 
a social infrastructure if by this we mean an auxiliary subdivision engaged in 
providing nonproduction services. The program for the country's comprehensive 
social development is solved in accordance with the basic economic laws of 
socialism. It is a top level program and is not coordinated with the more detailed 
production programs. 


The position is different at the local level, within the framework of regions of 
pioneer development, new territorial-production complexes, and major new enterprises, 
mines and petroleum deposits. New cities, polyclinics. children's establishments 

and other nonproduction objects would not be constructed only for social considerations 
in individual regions (for example, in the Taymyr, the north of Tyumenskaya Oblast 

or Krasnoyarskiy Kray). These social objects in remote regions are closely connected 
with the new enterprises and are, as it were, a unique kind of "infrastructure shop" 
for the new territorial-production complex. Herein lies the considerable difference 

in the approaches to the formation of the infrastructural complex at the all-union 

and republican levels or at the level of local, and especially remote, regions. 


The ideas expressed also relate to the economic problems of enterprise reconstruction. 
Compared with new construction, the advantage of reconstruction lies, in particular, 
in the availability in many cases of existing enterprise reserves in the general 
plant management at existing enterprises and a general infrastructure; and these 
make it possible to increase the capacity of the enterprise using the same area, 
without opening up new territories; and this is done more rapidly and costs less. 

At the same time, infrastructure reserves exist in the nonproduction sphere that 

has already been created within the framework of the city, and it requires only 
expansion using the available lines of communication, city transportation and the 
power stations. Although enlarging the infrastructure in various reconstruction 
projects is also substantial, in industrial centers it can be insured more easily. 


The tasks of setting up a major infrastructure are resolved on the basis of long- 
term predictions with the participation of a large number of scientific, planning 


and construction ovganizations. Some experience has been gained and promising 
decisions have been found for creating unified energy systems, a unified USSR 
transportation system, land-improvement systems, and general plans for modern urban 
development. This, of course, does not mean that there are no unresolved problems 
and that all the work has been done. There are now many difficulties particularly 
in railroad transportation. 


However, the progressive nature of the Soviet approach to the formation of the 
national economic infrastructure on the basis of the principle of main priorities 
[magistral'nost'] should be stressed. In the USSR chief attention is given to the 
solution of fundamental problems connected with the creation of the overall conditions 
for expanded socialist reproduction and timely preparation of the most important 
objects in the infrastructure. Such an approach is typified, for example, by the 
systems of electric power stations, irigation works and the cooperation among the 
different kinds of transportation. It is common knowledge that individual thermal, 
nuclear and hydropower stations are linked together in large and very large systems 
in which the advantages of cooperation and zonal and seasonal reserves are used 

on the basis of equalizing industrial loads. The level of centralization in the 
provision of heat, steam and other resources is high. The system of large-capacity 
oil and gas and ammonia pipelines, through which it is possible to transport huge 
amounts of oil and gas raw materials across great distances, is being developed 
rapidly. 


Transportation and Its Role in the Infrastructur.. 


The growing role of the infrastructure in social production requires further 
improvement in the efficiency of all its sectors, priuwarily transportation. When 
talking about the enormous advantages of a unified transportation system it is 
essential to take into account the fact that by no means all opportunities for 
enhancing its role in the infrastructure are being adequately utilized. 


A not incon iderable part of the economic effect is lost because of return traffic, 
the large number of freight-transfer operations, and forced downtime and untimely 
availability of the means of transportation. According to available figures, during 
the past 15 years, costs per ton of output have increased 2 rubles. One of the 
reasons for this is that in the recent system freight charges, the industrial 
enterprises have little interest in reducing transportation costs. 


Transportation faces the following tasks: introducing progressive technology more 
rapidly; improving in every possible way the utilization of technical means; 
increasing mechanization in freight operations; and imrroving planning for 
transportation-economic links and coordinating the ope: cion of all kinds of 
transportation. This kind of coordination will make it possible to make full use 
of infrastructural cooperation among those involved in the transportation system 
and to eliminate the large losses at the junctions of the different kinds of 
transportation. Of course, the seasonal nature of operations by, say, river 
transportation workers, creates certain difficulties. Navigation lasts 170 to 210 
days. But during this time it is possible to transfer a large amount of raw 
materials, construction materials, fertilizers and spare parts to the warehouses 
of enterprises located close to waterways. Unfortunately, however, many industrial 
enterprises built on rivers are not directing assets for the development of 
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communications lines on the shores, making use only of the railroads. At gasoline 
and oil yards located near rivers, liquid fuel is delivered by railroad even during 
the summer. It has been calculated that in the European part of the country alone, 
it is possible with minimum capital investments to switch 17 million tons of oil 
and petroleum products from the railroads to the rivers. 


Integration of the transportation and warehouse networks can become an important 
means for improving infrastructural cooperation. The size and numbers of bundles, 
packets, packages and containers should play an increasingly important role in 
determining the sizes and parameters of surfaces in means of transportation, 
varehouse premises, and means of mechanization for loading and unloading and 


transport-and-warehouse operations.* Containerization and packaging increase 
throughput in freight flows, reduce downtime for mobile elements during loading 

and unloading, and accelerate the process of freight movement. The use of up-to- 
date transportation packaging is also one of the factors that improve the efficiency 
of the transportation infrastructure. 


Progressive experience in specialized, cost-accounting, comprehensive brigades 
operating on the brigade principle is of great significance. Brigades created by 
dock workers in the seaports of Vladivostok, Korsakov and Nakhodka and other cities 
have achieved high results. Freight handling has been accelerated, better use made 
of freight-handling equipment, labor productivity improved, and the dockside time 

for ships and railroad freightcar downtime cut back; all this has produced savings 

of tens of thousands of rubles for the national economy. Serious attention should 

be given to the experience gained by transportation workers in Odesskaya Oblast 

in organizing comprehensive competition; they have set themselves the aim of insuring 
agreed operations among all transportation enterprises for prompt handling and delivery 
of national economic freight. 


In Leningrad a new and more progressive form of operation has been introduced for 
maritime, railroad, river and road vehicle transportation working in accordance 
with interlinked schedules on the basis of a unified technologic process. This 
has made it possible to improve efficiency in the use of freight cars, ships and 
road vehicles, reduce national economic costs in freight handling and insure that 
the transportation system operates smoothly. 


The Leningrad transportation junction is one of the largest in the country. Its 
enterprises are subordinate to different ministries and administrations. Accordingly, 
a coordinating group was set up for joint operations to fulfill the freight plan. 

It includes leading workers from the Oktyabrskaya Railroad, the Baltic and Northwest 
river steamship lines, the Main Administrativn for Leningrad Road Transport, and 
Soyuzvneshtrans [expansion unknown]. Special working groups from the transportation 
junction are engaged in continuous planning and they insure fulfillment of the plan- 
schedule. 





* P. Yakovlev. "Integratsiya transportno-skladskikh protsessov v sfere obrashcheniya" 
[Integration of Transport-Warehouse Processes in the Sphere of Circulation], 
VOPROSY EKONOMIKI, No 6, 1980. 
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The basis of the plan-schedule is made up of planned tasks, schedules for the 
movement of handling of ships, freight cars and road vehicles, and time periods 
for the operations of the means of transportation agreed for periods of 10 days 

or longer. Computers and up-to-date means of communication are available at all 
enterprises involved. Formulated in its final form at the data and computer center 
of the seaport (since this is the technical base of continuous planning), the 
schedule becomes mandatory for all those participating in the delivery of national 
economic freights. 


As a result, during the first half of 1981, compared with the same period in the 
previous year, freight handling in the seaport with freight moved directly "ship- 
to-freight car" and "ship-to-road vehicle" increased almost 70 percent. More than 
6,000 freight cars were released through better use of rolling stock. Transport 
downtime in the port was reduced by a factor of 2.7. The volume of freight handled 
increased 25.5 percent. Intensiveness in the operation of the means of transportation 
was raised 26 percent, which is the equivalent of releasing two ships each capable 

of carrying a cargo of 10,000 to 12,000 tons. Average time for storage of freight 

at the dockside was reduced by a day. 


The operations of 22 seaports have now been organized along the lines of the 
experience gained by the enterprises involved in the Leningrad transportation 
junction. 


Interesting experience in cooperating in the sectors of the transportation 
infrastructure has been gained by the South Urals Railroad, where the practice of 
organizing the work of unified long-distance shifts of workers at railroad stations 
and on long-distance routes has become firm practice. A unified shift consists 

of all personnel in the transportation shop and station, from chiefs and dispatchers 
to loaders and pointsmen. Having been given a specific task for handling freight 
cars, this shift handles them in accordance with an overall schedule with agreed 
obligations. The metallurgical workers and the railroad workers of Magnitogorsk 
operate together. For a long time a joint technical council of specialist and 
leading workers from the railrvad and the metallurgical combine has been in 
operation; it coordinates the rational use of transportation. Repair points have 
been set up on the access sidings to the major plants where not only freight cars 
damaged during loading operations but also cther broken cars are repaired. As a 
result, the incidence of damage has been sharply reduced. 


In the Lithuanian SSR transportation occupies an important place in the sectors 

of the infrastructural complex, and it is distinguished by the heavy traffic on 

its network, the carefully considered interaction of all its subsectors, and the 
increasing cooperation between road transport and railroads. The principles of 
planning, development and improvement for the transportation infrastructure in the 
republic are interesting. Here, a three-stage system has been set up for transportation 
services, characterized by the availability of three types of administrative-servicing 
centers, namely local, regional and interregional. 


The regional centers serve the major cities fulfilling economic-and-cultural 
functions: Vilnius, Kaunas, Klaypeda, Shyaulyay, Panevezhis. The highway routes 
radiate from these cities. When the distances bewteen the regional centers were 
determined it was accepted that the distance from any populated point within a zone 
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should not be more than one hour journey from the center using up-to-date transport, 
mainly road vehicles. This const. aint determined the average radius of servicing 

at 40 to 60 kilometers. It seems to us that this kind of approach to the organization 
of the transportation infrastructure in close association with regional policy and 

the location of production facilities is extremely successful. 


The CPSU Central Committee and USSR Council of Ministers decree on improving the 
econonic mechanism has obligated the transportation ministries and the USSR Gosplan 
to draw up proposals for improving planning for handling freight and to concentrate 
the activity of all collectives on final national economic results. It will be 
correct, as has been noted in the press, if the indicator for evaluating transportation 
becomes the output delivered in full accordance with applications from shippers 

and income from freight handling or net production. In this case the interests 

of the transportation workers coincide with those of the state. Those handling 
freight will try to deliver it to its destination with least costs and using the 
best route. The indicator for "speed in the delivery of freight" will move to the 
forefront. It is precisely here that the progressive coordination of planning 
systems in the industrial and transportation infrastructure will meet. 


The Infrastructure in Agriculture. 


Consolidating the infrastructure in agriculture is a key question in improving 
efficiency throughout agriculture. It is a question of the status and development 
of road building and improvement of existing roads, the complex of services conrected 
with material and technical supply, the repair of tractors and other agricultural 
machines, means of transportation, the supply of electricity in the countryside, 

the construction of grain elevators, warehouses and refigerators, the entire system 
of transportation and storage of output. According to available figures, the number 
of people engaged in the sectors of the agricultural-industrial complex in the 
transportation and marketing of agricultural output, and also in processing 
agricultural raw materials, is about 5 million countrywide. A large number of 
workers are engaged in equipment repair, material and technical supply, installation 
of equipment, field planning, and the construction of canals and the entire system 
of land-improvement works. 


Prompt and uninterrupted delivery of fertilizers, chemicals, seeds, fodder concentrates, 
and fuels and lubricants insures increased output of agricultural products. The 
availability of good roads substantially reduces losses of finished output during 
transportation to bases, warehouses, grain elevators and consumers. 


During the lOth Five-Year Plan grain elevators with capacities to store 30 million 
tons of grain were commissioned. This was an unprecedentedly large volume both 

in the Soviet Union and the world. Improvements in the quality of construction 
and installation work when assembling fully prefabricated elevators are acquiring 
great importance. Many construction collectives are erecting new grain-storage 
facilities not only on schedule but even ahead of schedule, insuring high quality. 


However, there are also cases of great faults in workmanship and poor quality in 
construction and installation work. In a number of cases the housings are inadequately 
sealed on grain-storage installations and atmospheric precipitations and so forth 

leak into the silage bins. 
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Among the problems of the agricultural infrastructure, the development of the highway 
network demands particular attention. Road concitions affect many indicators in 

the work of agricultural enterprises. When the roads are bad losses occur caused 

by deterioration of quality during the transportation of agricultural products, 

and also the impossibility of driving road vehicles over dirt roads during the bad 
seasons; harvests are not fully gathered because of breakdowns of production 
technology during the harvesting. In agricultural transportation, additional 
expenditures occur for towing vehicles and the transportation of freight by 

tractors and there are forced runs by vehicles because of bad roads, and costs 
connected with the breakdown of vehicles during the bad season. 


The prime costs for moving freight on dirt roads are 30 to 50 percent higher than 

on roads with hard surfaces. If we take into account the fact that the dirt-road 
network is used for 40 to 45 percent of the freight moved by road, the total volume 
of losses on operational costs comes to about R2.5 to R3 billion. At least 2.7 

to 3 kilometers of roads with hard surfaces are required for the successful operation 
of each 1,000 hectares on which agriculture is conducted. In the long term it is 
possible to set the task of linking all central farmsteads and future populated 
points with the main highways and administrative centers. 


It is high time to address the question of radical change in the techniques and 
technology of highway construction, and also the nature of the materials used (with 
the possible large-scale use of new cements and polymers). 


Features in Determining Efficiency in the Infrastructure. 


The infrastructure is considered an inefficient sector. They say that it is 
distinguished by high capital intensiveness and low profitability and provides a 
poor return. As a result, they frequently try to avoid or postpone investment in 
the infrastructure, asserting that a different approach is needed here than when 
analyzing efficiency in the sectors of material production. It can be asserted, 
however, that the infrastructure is an efficient system, and directing investment 
into it can be more profitable than in the sectors of material production. 


On what is this thesis based? Primarily on the fact that the infrastructure is 
the element that provides an opportunity to achieve considerable reductions in 
losses. Thus, in agriculture a considerable part of the harvest gathered is lost 
because it is not promptly shipped because of shortages of the necessary transport 
and essential storage facilities. More assets are spent on the production of 
fertilizers and their delivery to the fields, and on preparing seeds and gathering 
in the harvest because the inadequacies in the infrastructure do not provide the 
necessary return. Possibly it would be more efficient to direct some of these 
assets into road building. Although no charge is made for using the roads, moving 
freight along them is not subjected to taxes and the cost-accounting effect is 
small, this will all be covered by the possibility of achieving a major national 
economic effect if losses of grain, vegetables, fruit and other agricultural produce 
were reduced to a minimun. 


Sometimes it is more profitable to increase investments to create an infrastructure 
and reduce, for example, mechanization in chemical means. Why is it that money 
is available to drill boreholes for oil recovery but not to store it and deliver 











it to cons*mers? The replacement of gasoline engines with diesel engines is an 
important task. Considerable amounts of money are required for this, but they are 
many times less than the sums used to open the new deposits in West Siberia. 


The advantages derived from eliminating large losses using objects in the infrastructure 
are indisputable. Therefore, the problem of efficiency cannot be solved merely 

by considering the intrasector cost-accounting effect. More careful and complete 
calculations are required. Take, for example, road transportation in the countryside. 
Because of the poor state of the roads, the inventory of trucks is worn out in 5 
years. As a rule, agricultural machines do not last as long as their designed 
service life. In no sector of material production is equipment replaced as quickly 
as in the agricultural-industrial complex. New tractor plants sometimes operate 
primarily to restore agricultural equipment that has been written off because of 

bad roads and bad operating conditions. The question arises of whether it is not 
more efficient to expand highway construction rather than spend assets on the 
construction of new machine-building plants. 


And so, a broader, national economic approach to the infrastructure is required 
in order to eliminate the losses that the country's economy now carries. 


Development and consolidation of the infrastructure is an important element in the 
economic policy of the CPSU. In solving the central tasks in improving the efficiency 
of social production and work quality, a substantial role is played by the production 
and social infrastructures, which are called upon to insure favorable general conditions 
for successful work in all sectors of material production and the nonproduction 

sphere. In the planning of the major advances in the structure and technical level 

of the national economy, consolidating the infrastructure show'd promote acceleration 
in all economic circulations, mobilization of available resources and reductions 

in losses, and should insure the comprehensive nature of production and nonproduction 
building. 


COPYRIGHT: Izdatel'stvo “Ekonomika", "Planovoye khozyaystvo", 1981 
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PLANNING AND PLAN IMPLEMENTATION 


PROBLEMS OF VARIOUS ECONOMIC SECTORS DISCUSSED 
Moscow IZVESTIYA in Russian 14 Nov 81 p 2 


{Article by V. Bulanov: "On the Eve of the Session--At the Permanent Commissions 
of the Chambers of the USSR Supreme Soviet") 


{Text} Ten months have passed of the first year of the llth Five-Year Plan. In 
this time the country took a new big step forward in the development of the nation- 
al economy and in the solution of major and important social tasks. A broad pro- 
gram is being implemented of capital construction, further growth of the industrial 
and agricultural economy and their reequipment on the basis of the achievements of 
science and techuology. 


The economic policy, which is advanced by the party for the llth Five-Year Plan 
and up to 1990, Comrade L.I. Brezhnev noted at the 26th CPSU Congress, reflects 
the basic, vital interests of the Soviet people. Uniting and fusing with the cre- 
ativity, initiative and energy of the masses, it ensures the undeviating progress 
of our society along the path of growth of the well-being of workers and the crea- 
tionof the material-technical base of communisa. 


It is namely these vital interests of the country’s population that were the focus 
of the manifold activity of the deputies of the USSR Supreme Soviet on the eve of 
the forthcoming sixth session of the 10th convocation, which will begin its work 

on 17 November. For several weeks the people's chosen representatives conducted a 
preliminary examination of State Plans of Economic and Social Developmenc of the 
USSR for 1981-1985 and for 1982 in 16 preparatory commissions formed by the perma- 
nent commissions of the Council of the Union and the Council of Nationalities; they 
made a thorough study of the course of fulfillment of this year's plan and the coun- 
try's state budget for 1982 and the report on the performance of the budget for 
1980. 


More than two hundred deputies took part in this tremendously important activity. 
Together with them, documents were analyzed that had been presented by Gosplan 

USSR ministries, departments, union republics, 220 leading economists and financial 
experts serving as consultants from all sectors of the national economy and repre- 
sentatives of science for study by the commissions. The scale of the work done by 
the deputies of the supreme organ of power on the eve of the session is indicated 
by the fact that the preparatory commissions listened and discussed comprehensively 
about two hundred reports and communications presented by ministers, their deputies 
and directors ot the head departments of the country. 
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It should be emphasized that the deputies approached with all due responsibility 
and strictness the examination of the documents determining the growth of sectors 
of the national economy and knowledgeably assessed the validity of indicators of 
the respective parts of the plan and the budget relating to expenditures and rev-= 
enues. So step by step, figuratively speaking, every figure reflecting the further 
development of the economy, culture and defense capability of the country was 
weighed. 


At times discussions at the sessions of the preparatory commissions assumed an acute 
character. This took place when figures failed to meet requirements and did not 
reflect tne possibilities of this or that sector. 


The newspaper IZVESTIYA has already described on its pages the meetings of the pre- 
paratory commissions and those important recommendations which the people's chosen 
representatives proposed to insert in the conclusions on the plans and the budget. 


Then after termination of the work, the members of plan-and-budget and other per- 
manent commissions of the chambers of the USSR Supreme Soviet on 13 November met 

at the Kremlin at a joint session to discuss the drafts of the conclusions of the 
commissions and their coreports at sessions of the chambers and to summarize the 
results of the work done by all the preparatory commissions. 


There participated in the work of this session candidate member of the Politburo of 
the CPSU Central Committee, First Deputy Chairman of the Presidium of the USSR Su- 
preme Soviet V.V. Kuznetsov, secretary of the Presidium of the USSR Supreme Soviet 
M.P. Georgadze, chairman of the Council of the Union A.P. Shitikov, heads of minis- 
tries and departments, responsible workers of the Presidium of the Supreme Soviet 
of the Council of Ministers. 


The chairman of the preparatory commissions for basic plan indicators, Deputy G.A. 
Tynspoyeg, reported on the draft of the conclusion concerning the State Plan of 
Economic and Social Development of the USSR for 1981-1985, the State Plan of Econ- 
omic and Social Development of the country for 1982 and progress on the fulfillment 
of the plan for 1981. The chairman of the preparatory commission for basic budget 
indicators, A.K. Protozanov, reported on the draft of the conclusion relating to 
the State Budget of the USSR for 1982 and gave an account of the fulfillment of the 
State Budget of the USSR for 1980. 


In a discussion of the coreports and drafts of conclusions, there took part deputies 
N.V. Cherskiy, M.1. Klepikov, V.G. Dikusarov, A.S. Kulenov, L.G Klepkov and Minis- 
ters S.P. Burenkov, A.K. Mel'nichenko. 


The conclusions of the permanent commissions and the speeches of the deputies at the 
session emphasized that the State Five-Year Plan was compiled in conformity with the 
Fundamental Directions of the Economic and Social Development of the USSR for 198l- 
1985 and for the Period to 1990 and with the instructions of General Secretary of 
the CPSU Central Committee, Chairman of the Presidium of the USSR Supreme Soviet 
Comrade L.I. Brezhnev. 


The indicators of the five-year plan concretely express party policy that determined 


the decisive turn of the country's economy onto the path of intensification and 
all-out raising the efficiency of public production. There were subordinated to 
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this targets for growth of labor prcouuctivity, reduction of material intensiveness 
of production and economic expenditure of fuel and raw and other materials, better 
utilization of capital investment and fixed production capital, increased effec- 
tiveness of scientific research and accelerated introduction of the achievements 
of science and technology, improved quality of production, reduction of production 
cost and increased profits. 


On the basis of dynamic development of public production and growth of its effi- 
ciency, there will be implemented the program adopted by the 26th CPSU Congress of 
social development and raising of people's well-being, which encompasses all sides 
of the life of the Soviet people. 


The conclusions of the permanent commissions cite figures attesting to the tremen- 
douse attention paid in our country to the development of electric power, machine 
building, petrochemistry and other sectors determining scientific-technical pro- 
gress in the national economy as well as of light and food industry, transport and 
communications, housing and municipal services, public education, health care, 
which are intended to satisfy on a daily basis the needs of the Soviet people. 


Special attention is paid in the plan to improving the population's supply of food 
products as the immediate cim of the developed food program. The accomplishment 
of the outlined measures for increasing the production and expanding the assortment 
of consumer goods will make it possible to improve satisfaction of the demand for 
them. Retail commodity turnover of state and cooperative trade and the volume of 
sale of consumer services to the population will grow. 


Housing construction, especially in the country's eastern regions and rural local- 
ities, will be conducted on a broad scale. It is planned to put into operation a 
considerable number of hospitals, polyclinics, children's preschool institutions and 
other social-cultural facilities. Major significance is devoted in the plan to 
further improvement of labor conditions. A significant curtailment is planned of 
the number of workers in heavy physical work and in unfavorable working conditions. 


Agricultural workers encountered big difficulties this year because of unfavorable 
weather conditions. Despite this, they carried out in an organized manner the har- 
vesting of grain crops, potatoes, vegetables and other crops and concentrated their 
efforts on preparations ior the new agricultural year. This was possible because 
the rural workers opposed poor weather with ability, skill and advanced experience. 
A major role was played in this by the stronger material-technical base, the ir- 
creased power-worker ratio of kolkhoz and sovkhoz and growth of deliveries of min- 
exal fertilizers. 


It was also noted at the plenary session that the number of new capacities for the 
storage and processing of agricultural products is growing in the villages. 


but the experience of leading kolkhozes and sovkhozes shows that far from full use 
is being made in agriculture of the significant reserves existing for boosting 
yield and the production of animal-husbandry products. The low yields in a number 
of places are the result of inept use of land. The Ministry of Agriculture and 
other interested ministries and departments, the councils of ministers of union 
republics, deputies said, must provide at each kolkhoz, sovkhoz and interfarm 
agricultural enterprise for the working out and accomplisnment of a complex of 
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Organizational and technical measures aimed at more efficient use of agricultural 
land, equipment, mineral and organic fertilizers, raising of farming standards and 
wide-scale introduction of progressive technologies and advanced experience. 


One of the most important tasks of agriculture is increasing the production of 
anima’=-husbandry products, especially meat and milk. Deputies directed attention 
to the unused reserves here. They are to be found in a stronger fodder base, in 
improved cperation of animal-husbandry complexes and farms. While developing beef 
stockraising and poultry growing in collective farming, deputies emphasized, one 
should not forget private subsidiary farms and provide aid in this regard to kol- 
khoz farmers, workers and employees. The initiative of enterprises for organizing 
subsidiary farms should be encouraged in every possible way, and more attention 
should be paid to improving the social living conditions of rural workers. 


Intent attention was devoted at the plenary session to improving the operation of 
transport and communications. Deputies emphasized that significant defects existed 
in the operation of individual forms of transport. Set targets are consistently 
not being filled in regard to hauling of freight and passengers on railroads; loco- 
motives and railroad cars are still being inefficiently used, and the quality of 
maintenance and repairs of rolling stock is still low; one would like to see better 
serving of passengers, The commissions recommended to the USSR Ministry of Rail- 
ways to adopt effective measures for fulfilJing set targets for hauling of freight 
and passengers, expanding containerized and packaged shipments, raising production 
and technological discipline and the level of mechanization of loading and unload- 
ing work and providing efficient use of transport means. 


Analyzing how the fulfillment of this ye r's plan was proceeding, deputies noted 
that the results of its fulfillment could be higher if ministries and departments 
and councils of ministers of union republics adopted more decisively and consist- 
ently measures for introducing achievements of science and technology, improving 
labor organization, eliminating defects arising in the course of fulfillment of the 
targets of the state plan. The deputies spoke of the growing role of ministries as 
headquarters of a sector, of their responsibility for the state of affairs and 
noted that the work of some of them is far from always at the requisite level. 


it was pointed out at the session that the pertinent ministries did not adopt neces- 
Sary measures for improving the operation of ferrous and nonferrous metallurgy, 
coal, petroleum, chemical, timber and several other sectors of industry. 


While highly rai’ug the major contribution of builders in the development of the 
economic potential of the country, the deputies also spoke of serious defects in 
capital construction--the continuing dissipation of material, labor and financial 
resources at numerous construction projects and nonfulfillment of targets for the 
start-up of new production capacities, health-care and public education facilities 
and a number of otiers. 


The deputies offered significant comments and recommendations relating to other 


questions of major importance to the establishment of plans of economic and social 
development of the country. In particular, these dealt with the need of improving 
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the operation of organs of health care, public education and culture and improving 
the operation of housing and municipal services. 


The 14 November session will examine drafts of the conclusions for the plans and 
budgets while considering inserts of additions and changes presented for the ap=- 
proval of the permanent commissions of the chambermof the USSP. ‘\iupreme Soviet. 
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INVESTMENT, PRICES, BUDGET AND FINANCE 


USSR GOSBANK DEVELOPMENT DETAILED 
Moscow DEN'GI I KREDIT in Russian No 10, Oct 81 pp 3-14 
{[V.S. Alkhimov article: "Sixty Years of the USSR State Bank" 


[Text] The USSR state bank is the country's largest economic organ and the active 
executor of CPSU and Soviet Government policy in the fieii of money circulation 

and credit. At all stages of the building of socialism and communism money, credit 
and banks have been and are being actively utilized by the CPSU to implement basic 
economic-political tasks aimed at strengthening the might of our motherland, 
increasing its production forces and forming and reinforcing a new type of 
production relationship. 


The history of the establishment and development of the USSR Gosbank is a brilliant 
example of the practical embodiment of Marxist-Leninist teaching on money, credit 
and banks. Stressing the important role of the credit system in the business of 
building a socialist society, K. Marx wrote: "Ultimately there can be no doubt 
that the credit system will serve as a powerful lever during the transition from 
the capitalist method of production to the associated labor method of production."* 


The program propositions of Marx and Engels on the need for a socialist state to 

use a banking system during the transition from capitalism to socialism was creatively 
developed by V.I. Lenin under the conditions of the imperialist stage of capitalism 
and then on the basis of practice in the Great October Socialist Revolution. 

Revealing the significance of banks in creating the material prerequisites for 
socialism deep in the midst of capitalism, V.I. Lenin wrote: "Without large banks 
socialism would be unattainable."** 


In the party program demand adopted on the eve of the October, the following were 
advanced as basic measures in the field of banking policy: nationalization of banks; 
unification of all banks in a single central bank; abolition of commercial secrecy 
and the eStablishment of worker control over all aspects of the activities of 
enterprises, including their financial activities. 





* K. Marx and F. Engels. Works, Vol 25, ch. 2, p 157 
**V.I. Lenin. Complete Collected Works, Vol 34, p 307 
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Lenin's plan for the socialist transformation of the credit system included a long- 
term program for the development of banks following the socialist revolution. He 
wrote: "Since it is not limited to nationalization of the banks, banking policy 
should be gradually but steadily aimed at transforming the banks into a single 
apparatus for bookkeeping and regulating the socialistically organized economic 
life of the entire country in general."* 


V.1. Lenin considered that one essential precondition for using the banks to organize 
state bookkeeping and control was the concentration into a state bank of all money 
circulation, every possible development of cashless transactions and conducting 

these transactions through the bank, attracting contributions from the population 

on the basis of their inviolability, enlarging the network of sections of the state 
bank and locating them throughout the country such as to afford the greatest 
convenience for the public, and also the democratization of the banking apparatus 

and making banking operations accessible to everyone. 


V.I. Lenin advanced democratic centralism as the fundamental principle in the 
organization of the socialist banking system. In his "Theses on Banking Policy" 

he wrote that all sections of the central bank should be guided precisely in their 
activities by instructions, without having any right to establish any kind of local 
rules or constraints,** since only a centralized bank can pursue a single monetary 
and credit policy on the territory of the entire country. 


In our country, in a short time historically, Lenin's program for creating a socialist 
money-and-credit system was implemented successfully. tUmmediately after the seizure 
of power by the proletariat in Russia, the process of socialist collectivization 

of the banks was initiated. Overcoming the stubborn resistance of the bourgeoisie 
and the sabotage of bank officials, Soviet power took possession of the central 
emission state bank of Russia. Seizing the state bank was a decisive step in 
creating the new Soviet credit system. The next step was to nationalize the 

private banks and thus organize a ramified apparatus for monetary accounting and 
controlling and regulating the country's economic life. In December 1917, banking 
was made a state monopoly by a decree of the All-Russian Central Executive Committee. 
In 1918 the Narodnyy Bank of the RSFSR was set up by merging the state bank of Russia 
and the nationalized private banks. 


Nationalizing the banks and merging them into a single state Narodnyy Bank were 
important prerequisites for building the most rational system for credit operations 
and money accounting in the national economy, the planned regulation of money 
circulation and commodity circulation, and achieving maximum savings in circulation 
costs. 


Already in the first years of Soviet power practical steps were taken to transtorm 
the Narodnyy Bank into a single credit, accounting and cash center for the Soviet 
Republic. The civil war, however, and the subsequent conversion to in-kind for 
economic relations and the sharp devaluation of the currency, particularly in the 
years of war communism, led to a temporary curtailment of credit and the abolition 
of credit establishments. 





* V.I. Lenin. Complete Collected Works. Vol 36, p 220 
kk =6[bid. 


The transition to peacetime economic building and the introduction in 1921 of the 
New Economic Policy and rescission of in-kind economic relations required the 
extensive use of money, credit and other economic forms in all fields of the 
country's economic life in order to build the foundations of a socialist economy. 
A center for credit operations and state regulation of money circulation was 
essential. The State Bank, to whose recreation the party attached enormous 
significance, became this organ. 


On 4 October 1921 V.I. Lenin signed the decree of the Council of People's Commissars 
and the All-Russian Central Executive Committee on establishing the State Bank and 
this decree was adopted at the Fourth Session of the All-Russian Central Executive 
Committee on 7 October 1921. The bank started operations in the first half of 
November 1921. 


The activity of Gosbank was of great national economic significance. It played 
a major role in the New Economic Policy and in solving the party's main task in 
the period of restoration, namely the transition to new methods for building a 
socialist economy using the market and market laws, that is, a system of money- 
exchange relationships* on the basis of their state, planned regulation with the 
aim of transforming the economic base. 


Even under the conditions of the transition period the new credit and monetary 
relationships became an organic part of the system of socialist production 

relations and were used in a planned way by the Soviet state as instruments for 
managing the process of the socialist reconstruction of the national economy and 

for improving efficiency in social production. During the period of the restoration 
and reconstruction of the national economy Gosbank actively promoted the development 
of industry and trade and the strengthening of the socialist sector of the national 
economy. By the end of the period of restoration 97.4 percent of all Gosbank's 
credit investments were going to this sector. 


The Soviet money-and-credit system was successful in assisting in consolidating 
the positions of the state, the union of the working class and the peasantry and 
the upsurge in the country's production forces. One of the party's major measures 
was the monetary reform of 1922-1924. In exceptionally difficult conditions Gosbank 
did an enormous amount of work to implement it. The successful introduction of 
the 10-ruble note [chervonets] created conditions for the development of economic 
calculations and promoted an increase in the scope of credit; and this made it 
possible to develop production without stoppages. The reform was of great 
significance for reestablishing and creating the upsurge in the national economy 
and strengthening the economic links between town and countryside. It created a 
stable base for building up the economic strength of the proletariat state. As 
was emphasized at the 14th CPSU Congress, the transition to a firm, stable ruble 
served as an important prerequisite and stimulus for further economic progress. ** 





* "KPSS v rezolyutsiyakh i Resheniyakh S'yezdov, Konferentsiy i Plenumov Tsk" 
[The CPSU in the Resolutions and Decisions of Congresses, Conferences, and 
Plenums of the Central Committee], Vol 2, Moscow, Politizdat, 1970, p 301. 


** Ibid. Vol 3, p 189. 
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When in the early Thirties the USSR entered the period of socialism the role and 
significance of money, credit and banks in the development and improvement of 
production, stimulation of labor productivity growth, and reducing production prime 
costs and circulation costs grew even more. The credit reform of 1930-1932 was 

of the utmost significance for implementing the next economic tasks of that period 
and broadly developing Gosbank activities. It introduced fundamentally new changes 
into the theory and practice of short-term credit and made it possible to make more 
efficient use of money and credit as instruments for controlling and influencing 
the course of fulfillment of national economic plans; and to include these economic 
instruments in the system of planned management. 


As a result of the credit reform the transition was made from commercial to direct 
bank credit operations. Gosbank was transfermed into the country's single accounting 
and cash center and the organ for short-term credit operations for the socialist 
economy. In the working capital of the enterprises a distinction was made between 
their own and borrowed assets, basic principles for credit operations were established 
for the socialst economy, and a number of other measures were implemented insuring 

a strengthening of Gosbank's role in the development of the economy. 


During the years in which the socialist transformation of the economy was completed 
and socialism won out in the USSR, years in which the USSR Constitution was legally 
reinforced in 1936 and the USSR entered the period of creating a developed socialist 
society, using the methods inherent in it, Gosbank participated actively in solving 
the main problem of that time, namely the mobilization of maximum means for the 
needs of socialist industry and cooperative agriculture and their correct and 
effective use. It became an important element in the system of measures to improve 
the economic mechanism, strengthen planning discipline, pursue a strict policy of 
thrift and mobilize internal economic reserves. 


During the years of the prewar five-year plans, improvements continued to be made 

in the system of credit operations and accounting on the basis of major successes 

in the socialist economy and the development of cost accounting, and Gosbank's links 
with all sectors of the economy were extended. Bank ccntrol in the process of credit 
operations increasingly stimulated profitability in the operation of the enterprises; 
economic work in the study of the economy was deepened; and improvements were made 

in the planning and regulation of money circulation and credit. 


In the history of Gosbank, as in the history of the life of the entire country, 

the period of the Great Patriotic War was difficult and heroic. Gosbank successfully 
coped with one important task, namely the mobilization of monetary resources for 

the needs of the war economy, and it insured uninterrupted credit operations and 
accounting and the planned regulation of money circulation under wartime conditions. 
Throughout the entire period of the war, money and credit fully retained their 
significance and the economic nature inherent in them under the conditions of a 
socialist economy. 


Gosbank solved major problems during the postwar years. In accordance with party 
and government instructions the necessary steps were taken to prepare for and 
implement the 1947 monetary reform, which was a serious factor in restoring the 
national economy and improving the material well-being of the Soviet people in that 
period. The reform made it possible to restore the normal process of monetary and 
commodity circulation and enhance the role of money in the national economy, thus 
creating a stable economic basis for the country's further development. 
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During the late Fifties and early Sixties the interests of the accelerated development 
of the economy under conditions of the unfolding building of a developed socialist 
society required further improvement in the methods and forms of economic incentive 

to provide an upsurge in production and strengthen the role of money, credit and 

the bank in managing the national economy. 


The 21 August 1954 USSR Council of Ministers and CPSU Central Committee decree "On 
the Role and Tasks of the USSR State Bank" was of great significance in solving 
these problems. The decree precisely defined the directions in the activity of 

and ways to improve Gosbank operations in the field of monetary circulation, credit 
operations and long-term accounting. The bank was set the task of promoting in 
every possible way a growth in production, commodity circulation and accounting, 
effecting economic control over the ruble in fulfillment of plans and observance 

of the regime of thrift, and strengthening the country's monetary circulation. In 
this connection, the decree particularly enhanced the significance of bank control: 
the principle of a differential approach was established in credit operations and 
handling of accounts; and the essence of this principle lies in actively influencing 
the course and final results of production activity during the process of realizing 
credit-and-accounting relationships with the economy. 


On the basis of subsequent party and government decisions, Gosbank systematically 
and comprehensively worked to improve money, credit and accounting relationships, 
expand credit links with heavy industry and other sectors of the national economy, 
develop credit for the formation of fixed capital and the introductionof new 
equipment, and use progressive forms for accounting and standardize the forms and 
methods of credit operations. 


At the same time, the structure of the country's banking system was improved. In 
1959 a reorganization of bank long-term investments was carried out. The functions 
of financing and long-term credit operations were split between the newly created 
Stroybank and Gosbank. Gosbank had the task of serving the rural and forestry 
economies, the consumer cooperatives and the rural population. In 1963 Gosbank 
became responsible for the savings banks. These measures insured a further 
concentration of banking business within the USSR State Bank. 


The creation in the USSR of a developed socialist society and the onset of the 
period of developed building of communism required more complete utilization of 
money-exchange relationships and credit for solving complex socioeconomic problems. 
The course pursued by the party aimed at a radical improvement in the system of 
economic management resulted from the need to reinforce the influence of the banking 
organs for a more complete utilization of production reserves and improvements in 
efficiency, and the extensive use of the finance-and-credit mechanism in the interests 
of accelerating technical progress and intensifying production. To accomplish this 
task, important prerequisites were created in accordance with the decisions of the 
CPSU Central Committee September (1965) Plenum during the course of the economic 
reform. 


In connection with the implementation of the reform, changes were made in the 
organization of credit operations and accounts, and also bank control over the 
ruble. The USSR Council of Ministers decree of 3 April 1967 "On Measures To 
Further Improve Credit Operations and Accounts in the National Economy and To Raise 





the Role of Credit in Stimulating Production" played a great part in this. The 

decree activated credit-and-accounting relationships between the bank and the economy 
in accordance with the new economic conditions. Credit reserves started to be directed 
increasingly toward the development of progressive production facilities, maximum 
increases in output needed by the national economy and enjoying consumer demand, 

and the extension of paid services. The influence of the bank was strengthened in 
improving production efficiency and reinforcing contractual and payment discipline 

in the economy. 


The USSR Gosbank is now one of the world's largest banks. In accordance with the 
state plan for the economic and social development of the USSR it organizes and 
regulates money circulation in the country, attracts free monetary assets from 
enterprises, associations, organizations and establishments and also the public, 
handles short-term and long-term credit operations and accounts in the national 
economy, carries out operations entrusted to it for financing capital investments 
and major repairs to fixed capital, handles the cash transactions of the USSR state 
budget, and organizes and conducts together with the USSR Foreign Trade Bank 
international accounts and credit and other operations connected with the USSR's 
foreign trade and other kinds of external economic activities, and also operations 
concerned with foreign currencies. 


Thus, in contrast to banks in the capitalist countries, for which a division of 
banking operations among many credit establishments is typical, the USSR Gosbank 
simultaneously fulfills the functions of emission, commercial, deposit, investment, 
farming, savings and other banks. 


The USSR Gosbank with all its own establishments makes up a single, centralized 

system. It has its own establishments in the capitals of the union and autonomous 
republics, in kray, oblast, autonomous oblast and autonomous okrug centers, and 

also in rayon centers, cities and other populated points. As of 1 January 1981 

there were 4,428 Gosbank establishments, including 4,245 bank branches and agencies 

and 183 Gosbank offices. At the end of 1980, the USSR Gosbank was serving 764,000 
clients for whom more than 3.9 million current accounts for industrial and nonindustrial 
accounts,loan accounts and other accounts had been opened. Total payments handled 

by Gosbank establishments reached R2,530 billion. In 1980 Gosbank provided (in 

terms of sums issued) short-term credit amounting to R1,600 billion. 


The state labor savings banks make up an extremely important credit establishment 
within the USSR Gosbank system. The extensively ramified network of savings banks 
(almost 80,000 of them) mainly meets the requirements of all-around and specific 

and cultural services for the workers. They carry out operations to attract assets 
from the population into deposits, distribute state internal loans and handle money- 
and-commodity lotteries, provide a cash-and-account service for the public, enterprises 
and organizations and play an important part in building up monetary savings. Virtually 
every family uses the services of the savings banks. The number of deposits and 

their size are constantly growing. At the beginning of 1981 the number of depositors’ 
accounts had reached 142.1 million and the balances of deposits made by the public 
amounted to R156.5 billion. 


By fulfilling the entire range of functions entrusted to it, in the final analysis 
the USSR Gosbank system promotes the development and improvement of efficiency in 











social production, the acceleration of scientific and technical progress, the 
consolidation of cost accounting, growth in socialist accumulation, and the further 
strengthening of monetary circulation. The need at the present stage to enhance 

the role of financial-and-credit levers in intensifying production, introducing 

new, highly efficient equipment, increasing the output of consumer goods, mobilizing 
internal reserves and liquidating unproductive costs and losses, as noted at the 
26th CPSU Congress, is one of the most important directions in the activity of the 
bank during the |lth Five-Year Plan. 


Throughout the entire history of the Soviet state the tasks of insuring stability 
in monetary circulation, increasing the purchasing power of the Soviet ruble and 
using money in every possible way in the building of the communist society have 
always been at the center of attention in the party and government. V.I. Lenin 
wrote: "....monetary circulation is that thing which splendidly checks the 
satisfactoriness of circulation in a country, and when this circulation is 
incorrect, money becomes useless paper.'* 


The USSR Gosbank has been entrusted with the handling of emission policy for the 
state. It holds a monopoly right to pass money into circulation. 


In fulfilling the function of organizing and regulating monetary circulation, the 
USSR Gosbank insures the planned use of money in the socialist economy. The activity 
of the USSR Gosbank in this field is directly linked with implementation of party 
economic strategy, whose highest aim is a steady upswing in the material and cultural 
living standard of the people. 


Proceeding from the prospects outlined by the 26th CPSU Congress for the development 
of the economy, growth in the national well-being and tasks in the field of money 
circulation, using an extensive arsenal of economic methods for influencing the 
economy, the Gosbank establishments use money and credit to promote observance of 
established proportions in the development of the national economy and accelerate 
growth in the production of goods in demand and in retail trade turnover and consumer 
services. On this basis many Gosbank establishments are trying to achieve a more 
complete satisafaction of effective consumer demand for various goods and services 
and improvement in the relationship between money incomes and expenditures. The 
Significance of this work is growing especially in connecticn with the development 
and implementation of the food program and the program for the production of consumer 
goods and services in accordance with the decisions of the 26th CPSU Congress. 


The Gosbank establishments have been given the task of revealing more fully the 
potential for increasing the production of industrial goods and foodstuffs and 
consumer services, expanding their range and improving quality, and promoting their 
most rapid utilization in every possible way. Under present conditions, the role 


of the banking establishments in solving this task is growing especially in connection 


with the decree adopted by the USSR Council of Ministers and CPSU Central Committee 
on measures to increase the production of goods needed most and consumer goods 
during the period 1981-1985. Along with this, the effectiveness of the economic 





* V.I. Lenin. Complete Collected Works. Vol 43, p 66. 


e7 


influence exerted by the bank on the operation of trade organizations and fulfillment 
by them of commodity circulation plans and additional targets will be increased, 

and it will improve work on current observance of the status of trade, timely 
movement of goods in the retail trade network, and correct distribution of 

commodity reserves in trade. 


At the present stage of developed socialism the role of distribution by labor is 
especially growing as an important factor for influencing improved production 
efficiency and intensification. The mechanism by which the economic law of 

socialism is realized--distribution of material wealth among workers in accordance 
with the quantity and quality of labor expended by each of them in social production-- 
can, if required, include bank control over the expenditure of wage funds. In 

the process of organizing and conducting this work the Gosbank establishments proceed 
from the tasks of insuring strict thrift in the use of wage funds, a correct ratio 
between labor productivity growth and wages, and the inadmissibility of unsubstantiated 
overspending of wage funds and excesses in their expenditures. Realization of 

the new provisions for control over the use of wage funds stemming from the CPSU 
Central Committee and USSR Council of Ministers 12 July 1979 decree "On Improving 
Planning and Strengthening the Influence of the Economic Mechanism on Increasing 
Production Efficiency and Work Quality" substantially raises the level of bank 
control over correct use of funds, and thus reinforces economic influence exerted 

by the bank on associations, enterprises and organizations that do not observe the 
ratios established between labor productivity growth rates and average wages, that 

do not meet targets for labor productivity growth rates, that maintain above-plan 
numbers of workers, that permit overexpenditure of the wage funds, and that do 

not insure their timely replacement. 


Management of the all-state loan fund in the interests of proportional development 
in production and improving production efficiency is of very great significance 

in the activities of the Gosbank. The loan fund is public property and is used 

in the economy as a means of providing short-term and long-term loans to satisfy 
the requirements of expanded socialist reproduction. Credit relationships between 
Gosbank and the economy are of a markedly dynamic nature. The banks invest large 
sums in all sectors of the national economy. Credit investments for individual 
sectors have been growing uninterruptedly and in the recent period are structured 
as shown in the table below (the table shows amounts still owed on short-term loans 
at the end of the year in billions of rubles): 


Sectors 1970 1975 1980 1980 1980 
% of total % against 1970 





Short term loans: 


total 96.7 147.8 222.0 100.0 growth factor 2.3 
including: 
industry 34.1 49.9 73.6 33.2 growth factor 2.2 
agriculture 8.4 ys 54.2 24.4 growth factor 6.5 
transportation and 
communications bel Le¥ Rud 1.1 growth factor 2.3 
construction 0.6 kes 6.7 3.0 growth factor 12 
procurement 8.0 8.1 8.7 3.9 108.9 
supply and marketing 8.8 12.2 17.6 7.9 growth factor 2 
trade 30.7 39.6 45.2 20.4 147.3 
other sectors 5.0 9.3 13.3 6.1 growth factor 2.1 





The leading sector of the national economy--industry--holds the largest place in 
terms both of absolute size and of proportion in the total amount of credits. 
Industry is followed by trade, which plays a paramount role in satisfying consumer 
demand. Agrciculture has become a credit-heavy sector. During the period 1971- 
1980 credit investments in this sector grew by a factor of 6.5. A rapid growth in 
credit investments is taking place in the capital construction sphere, particularly 
in connection with the implentation of measures to improve the economic mechanism. 


Short-term credit now forms a considerable part of working capital in the economy, 
namely 46.1 percent; this includes 47.4 percent of working capital in industry, 
54.4 percent in agriculture and 57.2 percent in trade.* The proportion of credit 
in construction is increasing in connection with the credit operations of the 
contract organizations for expenditures on uncompleted production work under the 
conditions of introducing accounting relations between clients and contractors for 
completely finished construction work and handover of enterprises for operation, 
construction sites nearing completion, and lines and facilities prepared for the 
output of production and the rendering of services. 


The growth in credit investments in the national economy is being accompanied by 
qualitative changes in credit relationships. These changes are dictated by the 
need to reinforce the bank's influence on improving efficiency in social production 
under conditions of improvements in the entire management system for the economy 
and the development of economic relationships within the economy. 


Financing and long-term credit operations for a substantial volume of capital 
investment in the national economy is being effected through the USSR Gosbank. It 
finances capital investments and operational expenses for state enterprises, 
associations and organizations in the rural, forestry and water sectors, cooperative 
enterprises and organizations, interfarm enterprises and organizations in agriculture, 
constrcution of schools, hospitals and cultural and educational establishments in 
rural locations, along with major repairs on fixed capital at enterprises, 
establishments and organizations. 


In 1980 the total volume of Gosbank financing for capital iiuvestments and expenditures 
reached R41.1 billion. 


Long-term credit operations conducted by Gosbank in the national economy are being 
acively developed, as can be seen from the figures in the table below. 


The bulk of long-term credits are used to further strengthen and expand the material 
and technical base of agriculture. In 1980 they made up 87 percent of the total 
long-term credits. Using long-term credit, in kolkhozes and sovkhozes and interfarm 
enterprises and organizations measures are being implemented that are of decisive 
significance for the development of economy: the construction of livestock farming 
premises and complexes, poultry farms, land improvement and technical retooling, 
refinforcement of the repair base and so forth. 





* "Narodnoye khozyaystvo SSSR v 1979" [The USSR National Economy, 1979], Moscow 
Statistika Publishing House, 1980 pp 542-543. 
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Loans made 1971-75 1976-80 1976-80 
% against 1971-75 
Long-term credits-—-total 31.8 40.4 127.1 
including loans made for the 
development of agriculture 25.0 34.0 136.1 


Long-term loans made from the total: 
a) to state enterprises and 


organizations 12.8 12.2 95.3% 

proportion made to sovkhozes 

and other state enterprises Gea 7.6 102.2 
b) to kolkhozes and interfarm 

enterprises and organizations 17.3 26.4 150.6 
c) to organizations of the 

consumer cooperative 0.8 0.9 116.9 
d) to migrants and the rural 

population 0.7 0.9 130.8 





* In 1977 some of the loan debt was transferred to the USSR Stroybank in connection 
with the change in the procedure for planning capital investments 


Gosbank credit is also used by many associations, enterprises and organizations 

to implement highly effective measures for technical improvements in production 

and the expansion of output, mainly consumer goods and services. During the 10th 
Five-Year Plan R4.7 billion in long-term loans were made available to state enterprises 
and organizations (not counting sovkhozes) for this purpose. The thousands of new 
facilities using bank loans that have been commissioned have produced a tangible 
economic effect and promoted a further rise in the living standard of the Soviet 
people. 


In the process of financing and providing long-term credit the Gosbank establishments 
have been called up to reinforce control over mobilization by enterprises, associations 
and organizations of assets earmarked for financing capital investments, insuring 

the timely commissioning and assimilation of new production capacities, reducing 

cost estimates in construction and observing planning-and-estimates, planning and 
financial discipline, and preventing the dissipation of assets and efforts on 

numerous construction projects. 


The USSR Gosbank organizes clearances in a planned manner and draws up the forms 

and rules for handling accounts, mandatory on all enterprises, establishments and 
organizations; and also the forms and methods of bank control over payment transactions. 
One of the chief requirements in organizing accounts is timely payments for goods 

and material values and services. In order to insure uninterrupted mutual accounting 
between suppliers and consumers, accounting forms are being developed that accord 

most fully with the conditions of economic links and promote the consolidation of 
contractual and payment discipline. 
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Within the planned organization of clearances, bank credit is playing an increasing 
role. More than two-thirds of all payments for commodity and material values and 
services rendered are now made using bank credits. The role played by payment 
credit is increasing. The new conditions for offering it established by the CPSU 
Central Committee and USSR Council of Ministers decree of 12 July 1979 are creating 
a reliable financial source for settling payment documents from suppliers when the 
payer is suffering from a temporary lack of funds. By offering buyers credit for 
settlement of payment documents for goods, the Gosbank establishments exercise 
control over observance of one of the most inportant indicators used to evaluate 
the results of economic activities conducted by industrial. associations and 
enterprises--fulfillment of plans for deliveries of production and technical output 
and consumer goods in accordance with the products list and within the periods 
contractually agreed. All this promotes the development of stable relationships 
between supplier and client since the enterprise acting as che suppiier bears the 
responsibility for observing supply conditions, while the enterprise acting as the 
purchaser bears the responsibility for observing payment discipline. The attention 
of economic leaders to questions of organizing the finances of associations and 
enterprises is also enhanced. 


The USSR Gosbank has been given extensive rights in the field of controlling the 
economic-financial activity of associations, enterprises and establishments. In 

the process of credit operations, financing, accounting, and organizing and regulating 
cash flow in an establishment, the bank provides reliable control over the ruble 

in the fulfillment of plans for production and commodity circulation, financial 
plans, the qualitative indicators of economic activity, reducing unproductive 
expenditures and losses, and purposeful utilization of Gosbank loans and use of 

the wages fund. When necessary, the banks require from the leaders of associations, 
enterprises, organizations and establishments and from their superior organs the 
implementation of measures to improve economic and financial activities, and they 
can take steps to exert economic influence on economic organs that are operating 
badly. 


The Leninist idea of a state currency monopoly has been implemented in the USSR. 
The USSR Gosbank and the USSR Foreign Trade Bank organize the accounting and credit 
service for the entire complex of foreign economic, scientific and technical and 
cultural links that the Soviet Union maintains with foreign countries, and they 
conduct operations with foreign currencies. Their tasks are to concentrate and 
make planned use of the country's foreign currency resources in accordance with 
state plans, conduct credit operations for foreign trade, organize international 
accounts and other operations in foreign currencies, and conduct operations with 
gold, platinum and other currency values. 


Economic links between the USSR banks and the banks of the other socialist countries 
are being strengthened and expanded as a first priority. Serving the trade and 
economic links between the USSR and the industrially developed capitalist and 
developing countries, the Gosbank and the Foreign Trade Bank are successfully 
developing businesslike cooperation with the central banks and a large number of 
commercial banks in these countries. 


One direct result of the strengthening trade and economic links with the industrially 
developed capitalist and developing states is that the USSR Gosbank and the USSR 
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Foreign Trade Bank have become permanent partners with a Large number of commercial 
banks in these countries and they have been regularly conducting major credit, 
accounting and currency operations with them for a number of years. These banks 
include the National Bank of Paris, Credit Lyonnais, Societe Generale, Credit 
Agricole, and the Paris-Nederland Bank (France), Deutsche Bank, Dresdene Bank, 
Kommerzbank and the Bank fuer Gemeinwirtschaft (FRG), Banca Commerziale Italiana, 
Credito Italiano, Banco di Roma, Banco di Napoli, and Banca Nazionale del Lavora 
(Italy), the Bank of Tokyo, Fuji Bank, Sumitomo Bank, Mitsui Bank and Dai-Ichi 
Kangyo Bank (Japan), Barclays Bank, the National Westminster Bank, Lloyds Bank 
International, and the Midland Bank (England), Bankers Trust, Bank of America, 
Chase Manhattan, City Bank, and Manufacturers Hanover Trust Company (United States), 
Kansallis-Osake Pankki, Union Bank of Finland and Posti Pankki (Finland), Svenska 
Handelsbanken and Skandinavska Enskilda Banken (Sweden), Toronot-Dominion Bank and 
the Bank of Montreal (Canada), Algemene Bank Nederland, the Amsterdam-Rotterdam 
Bank and Rabobank (the Netherlands), Societe Generale de Belgique (Belgium), 
Schweizerische Bankverein (Switzerland), Banoc Exterior de Espana and Banco Ispano 
Americano (Spain), the Reserve Bank of India, the State Bank of India and the Bank 
of India (India), and others. 


Soviet banks abroad exert considerable influence on the development of the USSR's 
foreign trade links with foreign countries and the organization and conducting of 
international accounts and credit operations for foreign trade. These banks and 
their branches are now functioning in eight countries [as published]. Under the 
conditions of currency instability in Western countries and bankruptcies of their 
firms and banks, the Soviet banks abroad are making the efforts required to improve 
the efficiency of their own operation. 


At the present stage in the development of the economy the role of the USSR Gosbank 
in implementing the tasks of the building of communism is growing. In accordance 
with the decisions of the 26th CPSU Congress, provision has been made for the further 
social and economic progress of society and the implementation of a broad program 

to improve the national well-being and insure profound qualitative advances in the 
material and technical base on the basis of accelerated scientific and technical 
progress and intensification of social production and improved production efficiency. 


Here, great significance is attached to improvements in the management of the economy 
and to raising its level, and to strengthening the thrust toward achieving the best 


final national economic results. 


In the "Main Directions for the Economic and Social Development of the USSR in 1981- 


1985 and for the Period through 1990" measures are outlined for enhancing the role 
of planning as a central element in the management of the national economy, insuring 
the organic interaction of the plan with economic levers and incentives, strengthening 


the regime of thrift, reinforcing cost accounting, improving the style and methods 
of leadership, and pertecting the organizational structure of management. All this 
sives rise to the need for a consistent rise in the effectiveness of monetary, 
credit and accounting mechanisms and for a reinforcement of their role in raising 
production efficiency and work quality in all parts of the national economy. 
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Workers in the Gosbank, Foreign Trade Bank and State Workers Saving Bank systems 

are now laboring intensively to implement the steps being taken by the USSR State 

Bank to fulfill the decisions of the 26th CPSU Congress aimed at further strengthening 
monetary circulation within the country and improving the organization of cash 
circulation, insuring the development of savings, reinforcing the stimulating role 

of credit in economic development, raising the effectiveness of the credit mechanism 
in the sphere of capital construction, making every possible use of accounts to 
strengthen cost accounting and contract discipline, and improving currency and 

finance and credit accvunt relationships with foreign countries. Special significance 
is attached to strengthening bank control over fulfillment of plans for production 

and commodity circulation, financial plans and qualitative indicators for economic 
activities, and the correct use of wages funds. The collectives of the banking 
establishments are concentrating their attention and their practical activity on 
questions of observing the regime of thrift in the economy, reducing unproductive 
expenditures and losses, and taking steps to implement the CPSU Central Committee 

and USSR Council of Ministers decree "On Strengthening Work in Saving and Making 
Rational Use of Raw Materials, Fuel and Energy and Other Material Resources." 


Important tasks are being solved in the field of improving immediate accounting 

work in the Gosbank establishments and raising the level of mechanization and 
automation of banking operation. Increasing significance is being acquired by 
improvements in the style and methods used in the work of the apparatus, the 
introduction of the scientific organization of labor, improved business qualifications 
and a deepening of the economic knowledge of staff. 


The workers in the USSR Gosbank system completed the 10th Five-Year Plan in a worthy 
manner. Some 1,125 workers in the bank's establishments in all the union republics 
were awarded orders and medals for successes achieved in the field of credit 
operations and financing in the national economy, monetary circulation, and the 
mobilization of reserves to fulfill the tasks of the 10th Five-Year Plan. Three 

of them received the very highest award--the Order of Lenin. They were D.S. 
Tkachenko, the manager of the Odesskaya Oblast Gosbank office, Yu. Radzhanov, 
manager of the Karakalpak republic Gosbank office, and Ye.S. Isainov, manager of 

the Dzhezkazganskaya Oblast Gosbank office. 


The high evaluation by the Soviet Government of the labor contribution made by bank 
workers in the common cause is inspiring them to new successes. 


Now, in the sixth decade of the USSR Gosbank, bank workers are applying all their 
effort, knowledge and experience to implement successfully the great and responsible 
tasks in the building of a communist society. 


COPYRIGHT: "Den'gi i kredit", 1981 
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INVESTMENT, PRICES, BUDGET AND FINANCE 


IMPORTANCE OF EFFICIENT CAPITAL INVESTMENT REVIEWED 
Moscow PLANOVOYE KHOZYAYSTVO in Russian No 10, Oct 81 pp 3441 


[Article by A. Stepun, deputy chief of a department, USSR Gosplan: "On the Ration- 
al Direction for Capital Investments in the 1lth Five-Year Plan"/ 


Frext/ The 26th CPSU Congress, in outlining the path of our country's economic 
and social development in the llth Five-Year Plan and for the period up to 1990, 
has devoted much attention to capital construction, among other problems. This 
is accounted for by its constantly increasing role in public production. In many 
respects it determines the development of the national economy according to plan, 
its proportionality, and improvement in the material and cultural level of the 
lives of the Soviet people. Precisely for this reason, increasing the economic 
efficiency of capital investments is one of the central national economic tasks 
of the socialist economy. 





in the 1981-1985 period, we are to carry out a broad program of capital construc- 
tion aimed at resolving the economic and social problems of the five-year plan 
and establishing the necessary prerequisites for planned and proportionate deve=- 
lopment of the national economy in the following years. The goal has been set 

to provide for further development of the national economy with a lower growth 
rate in capital investment than in previous years, primarily by means of more 
complete utilization of the economic potential that has been established and by 
increasing the efficiency of capital investments. 


As N. A. Tikhonov, chairman of the USSR Council of Ministers, pointed out in his 
report at the 2fth CPSU Congress, "we must bring about a substantial shift to in- 
crease the efficiency of capital investments. We are faced with providing for an 
increase in national income with less absolute and relative increase in capital 
investments than in the previous 5 years.""* it should be noted that the task of 
ensuring higher crowth rates in the national income compared with the growth rates 
in capital investments is being undertaken for the first time.in national economic 
planning. 





* 'aterialy XXVI s'vezda KPSS" faterials on the 26th CPSU Congress/, Moscow, 
Politizdat, 1981, p 110. 


Correct determination of the direction of capital investments is of decisive im- 
portance in achieving the stipulated increase in efficiency of capital construc- 
tion. The sectorial pattern of capital investments envisaged for the lith Five- 
Year Plan originates first of all with the task of improving national economic 
proportions and the quickest elimination of difficulties in providing the nation- 
al economy with individual types of products and services which have taken shape 
in recent years. The fastest growth rates in capital investments are being plan- 
ned for sectors which make up the foundation of the economy: the fuel and power 
complex, ferrous and nonferrous metallurgy, and rail transportation. 


Large capital investments are being earmarked for development of machine building, 
which is the basis for accelerating scientific and technical progress and reducing 
the materials intensiveness of public production in every possible way. In the 
lith Five-Year Plan, capital investments in this sector significantly exceed their 
actual level over the past 5-year period. 


As vefore, the problems of reinforcing the material and technical base of agricul- 
ture are at the center of the economic policy of the party and government. Approx- 
imately one-third of the overall volume of capital investments in *he national 
economy must be directed at developmert of agriculture (for the entire complex of 
operations). Significant capital investments are planned for development of the 
microbiological and mixed feed sectors of industry and to establish capacities 

for the procurement and storage of grain. 


Large capital investments are being directed at increasing production of irdus- 
trial goods for sale to the public. In the lith Five-Year Plan, a large 1: lume 
of operations is to be carried out to renovate and expand operating enterprises 
and build new ones in the Group "B" sectors of industry, as well as in a number 
of sectors of heavy industry and machine building. 


Thus, the directions of capital investments determined for the llth Five-Year 
Plan in the field of physical production proceed from the necessity of resolving 
key problems in development of the economy and bringing abaut every possible in- 
crease in the efficiency of public production. At the same time, the correct 
selection of ways to establish the necessary additional capacities in sectors of 
industry and the national economy, that is, the problem of the best correlation 
of forms of reproducing fixed capital, is of no less importance. As is well 
known, the necessity of directing material and financial resources primarily to 
technical re-equipment and renovation of operating enterprises, that is, where 
production capacities can be expanded without new construction or with less re- 
lative capital investment, was pointed out as long ago as in the decisions of 
the 25th CPSU Congress. 


Past years have confirmed the fundamental correctness and efficiency of this di- 
rection of the reproduction of fixed production capital. Analysis of the work 
indicators of a large group of enterprises attests to the fact that expenditures 
on renovation and expansion are recovered three times as rapidly as on new con- 
struction, the level of the output-capital ratio is 1.5 times higher, and the 
construction periods are 27 percent shorter. This also was confirmed by data re- 
ceived when plans were examined by the Glavgosekspertiza [State Experts Main Ad- 
clakauetioal of the USSR Gosstroy. On the basis of these data, it was established 











that the relative capital investments to establish capacities by means of renova- 
tion and technical re-equipment for industry are 810 percent less on the average 
(and 25 percent or a greater percentage less for individual enterprises) compared 
with new construction. Assimilation of new capacities in operating enterprises 
in many sectors is being carried out twice as fast or faster than with new con- 
struction. 


Intensification of production by means of a buildup and technical re-equipment of 
the production capacities of operating enterprises, primarily in industry, will 
be continued on a broader scale in the llth 5-year period. As L. Ie Brezhnev 
pointed out in his report at the 26th CPSU Congress, technical policy and the po- 
licy of capital investment must be aimed at a thrifty attitude toward public pro- 
perty and the ability to fully and expediently make use of everything that we 
have.* 


The Basic Trends of Economic and Social Development for 1981-1985 and the Period 
up to 1990 emphasize the necessity of directing capital investments primarily to 
the renovation and technical re-equipment of enterprises. Based on proposals by 
enterprises and associations, ministries were charged with developing, as part of 
the draft five-year plan for 1981-1985, consolidated plans for technical re-equip- 
ment and renovation. Ways should be stipulated in them to most efficiently in- 
crease production and improve the technical and economic indicators of the work 
of operating enterprises, as well as the resources necessary for this. 


However, in working out the five-year plan draft, the USSR Gosplan encountered 

the situation that a number of ministries have far from fully uncovered opportuni- 
ties for increasing production at operating enterprises through their technical 
re-equipment and renovation, and prefer to resolve problems in developing sectors 
chiefly through new construction as previously. After careful study of the pro- 
posals by ministries and departments and union republics, we were successful in 
improving the indicators of this important section of the plan somewhat. About 
114 billion rubles in capital investments are being earmarked for direction to 
technical re-equipment and renovation in the 1981-1985 period, which constitutes 
29.7 percent of the limit of capital investments in production construction, as 
opposed to 91 billion rubles and 29.4 percent, respectively, in the 10th Five-Year 
Plan. However, such indicators cannot be considered adequate, either. In the 
course of implementing the five-year plan, we are faced with doing a great deal 

to find opportunities to increase production output and more completely utilize 
the capacities of operating enterprises. 


A natural question arises: With the obvious economic efficiency of the immed: ate 
implementation of measures for technical re-equipment and renovation of operating 
enterprises, why are shifts in this direction still inadequate and does one observe 
inertia at all levels of management which impedes a more active transition to in- 
tensive ways of increasing production? After all, many enterprises and associa- 
tions already have followed the route of renovation and technical re-equipment, 





- 


*Ibid., pte. 





good economic and technical results have been obtained, and substantial savings 

in capital investments, labor, and physical resources have been made. Results of 
the work of the Orel production association 'Prompribor," successes achieved 
through renovation of the "30-102" rolling mill at the Pervoural'sk New Pipe 
Plant, and much favorable experience in the field of technical re-equipment and 
renovation at other enterprises attest to this. However, such an approach to the 
problem still has not become universal. The reasons for this, in our opinion, lie 
in the following. 


Enterprises and associations are far from always concerned in seeing that plans 
contain stepped-up targets for increasing the capacities of operating enterprises, 
that is, that available production reserves are fully revealed. They prefer to 
mobilize these reserves when necessary in the course of implementing the plans, 
thereby mitigating the difficulties and shortcomings in organization and the ma-~ 
terial security of production. Ministries and associations believe that it is 
Simpler to "order" a new enterprise or works for builders and later allere viola- 
tion of the construction periods than to answer for fulfillment of operations 

(as a rule, by the method of using the orranization's own resources) with techni- 
cal re-equipment or renovation. Many enterprise managers continue to consider re=- 
novation a rather troublesome matter and somehow less prestigious than new con= 
struction. 


Ministries have not drafted long-range technical re-equipment plans for the llth 
Seyear period expeditiously on the basis of the new equipment which the scale and 
priority of operetions subject to fulfillment at individual enterprises would de- 
termine, and which would give a clear representation of the economic efficiency 

of these operations in comparison with the indicators of new construction. In=- 
stead of obtaining suggestions from enterprises in accordance with plans for tech- 
nical re-equipment and renovation, carefully examining to see if they have select- 
ed the most efficient ones and rendering the necessary assistance to enterprises 
to carry them out, some ministries prefer to formulate such plans independently. 


The fact that the problem of the acceptance and review procedure, as well as the 
contents of the plans for technical re-equipment and renovation submitted by the 
ministries, had not been resolved for an extended period in the USSR Gosplan had 

a nerative effect in this relationship. The attempt to include them in the plan 
for capital construction proved to be inadequate from the first, since capital in- 
vestments are advanced in a given case only as one of the resources to achieve the 
main objective--an increase in production and improvement in the technical and e- 
conomic indicators of operating enterprises. 


Experience in work on the plan draft for 1981-1985 showed that the procedure for 
work with this important section of the state plan requires substantial improve- 
ment. 


Appropriate resources of specific equipment (but not in value terms) are needed 
for implementation of renovation and technical re-equipment plans. However, wider 
the existing practice of establishing pooled limits on equipment for ministries 

to develop plan drafts, they allocate resources of equipment, as a rule, mainly 
for new constructio.. projects being carried out by contracting organizations and 
soyuzglavkomplekty /main administrations for ensuring the supply of complete sets 
of equipment, instruments, cables, and other manufactures for high-priority 








construction projects in the coal, petroleum and other branches of industry/ and 
only secondarily for the objective of technical re-equipment. In this regard, 

even when there is hich efficiency in the measures outlined by enterprises for 
technical re-equipment of production and funds are available to develop production, 
they often cannot be fully implemented because of the inability to obtain equip- 
ment on schedule. Proposals on allocation of equipment resources for these ob=- 
jectives with a separate line in balances and distribution plans have not received 
support for the present. Obviously, the problems cited will have to be thought 

out seriously, taking into account the experience which will be accumulated in 

the course of putting the plan for 1981-1985 into effect. 


The slow rates of renovation and technical re-equipment of operating enterprises 
are linked with difficulties in involving contracting construction and installa- 
tion organizations in performing operations at operating enterprises. This is 
accounted for by the complexity of work organization under operating production 
conditions with relation to the low output, small operating area, and the impossi- 
bility of using large-size construction machinery. 


In an article published in PRAVDA 17 December 1980 on the problem of whether con- 
struction workers are interested in renovation, Comrade Danilov answers: "Of 
course, construction workers sense their participation in important business and 
learn to assimilate work skills in a complex situation, although there is no ma- 
terial interest or gain at present. Usually the monthly output of an assembler 
of metal structures amounts to 4,000 rubles, but 1,000 at the outside for renova- 
tion. It turns out that he doesn't have the earnings and a trust doesn't have a 
plan to fulfill." 


As is well known, after publication of the CPSU Central Committee and USSR Council 
of !linisters decree of 12 July 1979 on improvement in the economic mechanism, a 
nunber of steps were taken to provide incentive to construction organizations per- 
forming technical re-equipment and renovation work, although they apparently are 
inadequate. The situation is better where large enterprises and associations es- 
tablish their own construction and installation organizations to carry out such 
operations. The 'Bashneftekhimzavody" Association, where they found opportunities 
voth for providing incentive for renovation operations and for material restriction 
of those who do not fulfill the plan, can serve as an example. 


There also is another side of the problem. In carrying out operations for the 
technical re-equipment and renovation of enterprises, more ‘i:nilicant economic re- 
sults should be achieved, mainly reduction of the number of work places, signifi- 
cant savings in labor resources and improvement in work conditions, and accelera~ 
ted introduction of the achievements of science and technology. It is impossible 
to be limited by the solution of current problems alone, as this often is done. 
Every enterprise and production association should have thoroughly studied long- 
range plans for technical re-equipment aimed at the planned replacement of fixed 
capital and elimination of bottlenecks in production. 


The advantages of renovation and technical re-equipment of operating enterprises 
over new construction can and should be provided primarily through substitution 
of favorable /aktivnyye/ elements of fixed capital. And on this basis, operations 
to rebuild individual basic-purpose buildings and for additional construction of 
auxiliary structures should be stipulated in minimum volumes in the plans, 


However, instances where new construction of shops and other basic structures is 
carried out under the guise of renovation are still not infrequent, and while the 
proportion of construction and installation operations does not exceed the corres- 
ponding indicator for new construction, it is close to it. The matter also is 
complicated by the fact that when the plans for renovation are agreed upon, signi- 
ficant expenditures are included in them at the demand of local organs for the 
construction of municipal buildings and nonproductive rayon structures. As a re- 
sult, the renovation of many enterprises is turned into a multimillion construc- 
tion and the capital investments for it are allocated inadequately, and they are 
not even assimilated by construction organizations. All this leads to the stretch- 
ing out of renovation operations for many years and to the discrediting of the 
very idea of obtaining maximum gain by increasing capacities and production output 
in short periods of time. 


Thus renovation and technical re-equipment of operating enterprises at all levels 
of management and planning, which with the proper relationship is the most effi- 
cient direction for reproduction and modernization of fixed capital and for ensur- 
ing an increase in production, should become the principal way to develop many 
sectors of production. 


At the same time, in a number of sectors, and primarily in the fuel and power and 
raw materials sectors, in transportation, agriculture, and sectors which process 
agricultural products, providing for the requirements of the national economy in 
appropriate forms of output has been stipulated to a significant extent through 
acceleration of construction and putting into operation the capacities of transi- 
tional construction projects of the llth Five-Year Plan. The task has been set 
to complete operations on such projects before 1985 or finish construction of 
their individual parts or complexes under construction. In a number of cases, 
they have had to go so far as to begin more new construction projects with the 
aim of ensuring assigned levels of production in the current 5<year period and 
establishing the necessary construction starts for subsequent years. 


Work in the USSR Gosplan with title lists of new construction projects for 1982 
and inventories of projects to be begun in the 1983-1985 period has shown that 
many ministries have not been guided by the main principle of planning capital 
investments to the full extent; the essence of this consists of combining the 
planning of operating production and new construction as a unified whole, based 
on plan balances and calculations on the utilization of operating capacities. 
The fact that proposals have been made by ministries and union republics with 
substantially limited capital investments to begin new construction projects in 
1982 with an estimaced cost of 3 million rubles or more, the number of which is 
three times as many as the number of such projects included in the plan for 1981, 
can only be explained by this. The necessary preplanning /predproyektnyye/ mate- 
rials have not been worked out for many construction projects, although there 
has been sufficient time for this. 











Such proposals, of course, could not be accepted, and much work was required to 
eliminate the shortcomings indicated. In the draft of the five-year plan the 
number of new construction projects being begun has been limited and sharply re- 
duced as opposed to the proposals submitted by USSR ministries and departments 
and the councils of ministers of union republics. 


Henceforth, exactingness toward study of the indicators of enterprises and pro- 
jects included in title lists and inventories of new construction projects to be 
started will have to be still more decisively increased. The necessity and eco= 
nomic expediency of including construction projects in the number of new ones to 
be berun should be corroborated by planning documentation or materials of thorough 
preplanning study. Successful solution of the problems of the rational distribu- 
tion of productive forces for many years, determination of sectorial and intersec- 
torial proportions and ties, organization of the tasks of urban development, as 
well as the practicality of capital construction, the stability and vitality of 
formations such as territorial-industirial complexes and industrial centers, and 

in the final analysis the level of effectiveness of capital investments as a whole, 
depend on the quality of study of the indicators of title lists and inventories 

of construction projects. 


One of the main problems of capital construction is eliminating the overextension 
of capital investments and dispersal of the forces of construction organizations 
among an excessively large rumber of enterprises and projects under construction 
at the same time,gradual extension of the amount of construction in accordance 
with the capabilities of the national economy, and passing on to future years 
with the standardized indicators of incompleted cons*ruction and equipment which 
has not been established. Calculations made confirm the necessity of limiting 

the extent of construction according to _plan. At present, about 27,000 construc- 
tion projects for production purposes are under way in the country. For construc- 
tion projects included in the plan for 198], we are faced with still assimilating 
more than 240 billion rubles in capital investments, for which about 5 years will 
be required; their average technical readiness Ztekhnicheskaya gotovnost '7 amounts 
to only 53 percent. The periods for completing construction projects to full 
planned capacity are 1.5 to 1.8 times longer than the normative ones. It merits 
attention that the proportion of new construction projects is 50 percent, of en- 
terprises being expanded-—31 percent, and of renovated enterprises—-only 19 per- 
cent. In this regard, we should question particularly sharply the establishment 
of conditions for the regular construction of enterprises included in the plan, 

in accordance with the volumes and periods of time for completing operations sti- 
pulated in the title lists. 


The title list of construction projects confirmed as part of the five-year plan, 
with a breakdown of targets by years in accordance with norms for the duration of 
construction, should for that duration become an immutable planning document ob- 
ligatory for the organizations performing the construction and providing its fi- 
nancing and material security. It also is necessary to strictly observe the prin- 
ciple that construction workers should make up for lags incurred in the course of 
construction. This ir one of the most important conditions for putting capital 
construction in order, the gradual elimination of overextension of capital in- 
vestments, and implementation under the government directive to come out in 1983 
at the level of the established standard for incomplete construction. 








The review and putting in order of planning estimates for construction projects 
which are carried over to the llth 5<year period are important as well. Such 
work should have been completed as long ago as the end of 1980 in order to have 
the opportunity to complete drafting of the five-year plan for 1981-1985 on a 
firm estimated basis. However, this work was not carried out properly everywhere, 
and in a number of cases still has not been completed at this time. As a result, 
reduction of the estimated cost of construction for a limited group of construc- 
tion projects amounts to only 2 billion rubles, or 1.8 percent of the estimated 
cost of operations at all projects which are to be built in the llth Five-Year 
Plan. Many ministries and departments of the USSR have reduced the total estima- 
ted cost of construction negligibly: the Ministry of the Electrical Equipment 
Industry and the Ministry of the Meat and Dairy Industry have reduced it by 0.3 
percent, the Ministry of Land Reclamation and Water Resources by 0.5 percent, and 
the Ministry of Railways by 0.2 percent; the Ministry of Construction, Road and 
Municipal Machine Building and the USSR State Committee for Sel'khoztekhniks have 
left it umchanged on the whole, 


Side by side with the reduction of the estimated cost of construction, certain 
USSR ministries and departments have stipulated an increase of 7.5 billion rubles 
for an entire group of construction projects. Thus the USSR Ministry of Power and 
Electrification reduced the estimated cost by 435 million rubles, but stipulates 
an increase in it of 1.69 billion rubles for other projects; for other ministries, 
the corresponding figures are: 22.1 million and 1.467 billion rubles for the Minis- 
try of the Coal Industry, 43 million and 465 million rubles for the Ministry of 
Nonferrous Metallurgy, and 25 million and 317 million rubles for the Ministry of 
the Chemical Industry. This attests to the fact that many ministries have not 
regarded the task of making construction less expensive with sufficient responsi- 
bility. The work of reviewing the estimated cost of construction with the objec- 
tive of excluding excesses and projects which are not of paramount importance 

from plan drafts should be continued. 


As is well known, in March 1981 the CPSU Central Committee and the USSR Council 
of Ministers approved a decree on improvement of estimated planning work. It is 
important to begin putting the positions outlined in it into effect in the short- 
est periods of time. This will make it possible, along with reducing the volumes 
and periods of time for drafting planning estimates, to improve the quality of 
plans, the authenticity and stability of estimates of construction costs, and the 
efficiency of capital investments by more fully utilizing in plans the achieve- 
ments of scientific and technical progress and the requirements of technological 
feasibility of construction solutions, as well as to increase the extent of effi- 
cient land use and environmental protection. 


According to established procedure in the composition of the five-year plan, title 
lists and inventories of the most important construction projects for vroduction 
purposes are confirmed by the government. Title lists and inventories of projects 
with an estimated cost of 3 million rubles or more are confirmed by USSR ministries 
and departments and by the councils of ministers of union republics under agreement 
with the USSR Gosplan. The task of accelerating the drafting of schemes for the 
development and accommodation of sectors of industry and the national economy and 
the productive forces of economic regions is being undertaken on a new qualitative 








level. Consequently, the principle of centralized planning management is being 
developed further in matters of the development and arrangement of the country's 
productive forces, and a firmer basis for the correct and economically efficient 
combination of sectorial and territorial planning is being established. 


In this regard, it is necessary to dwell further on one matter directly linked 
with increasing the efficiency of capital investments. This concerns expansion 
of the construction of a group of enterprises with common projects for auxiliary 
and subsidiary purposes (industrial centers). Such an arrangement of enterprises, 
instead of the uncoordinated and detached (departmental) arrangement, makes it 
possible to reduce the cost of construction, decrease operating expenses, and re=- 
duce the territory under construction. With the grouped arrangement of enter- 
prises, architectural and planning and urban development problems are resolved 

in a new way, the organic link of production and housing construction is provided 
for, and the problems of efficient use of lands and water supply sources and the 
protection of water and air basins from pollution are worked out more qualitative- 
lye 


At present, construction has been fully completed at 45 industrial centers of en- 
terprises and projects used in common by a center Zobshcheuzlovyye ob"yekty/, 

and installation of projects used in common by a center has been completed at 75 
industrial centers. Enterprises have been built and are operating successfully 
at industrial centers in Brest, Vitebsk, Bobruysk, Kishinev, Alitus, Utena, 
Kaunas, Riga, Kemerovo, Belaya Tserkov', Dnepropetrovsk, Leningrad, Tikhvin, 
Ekibastuz and other cities. 


According to USSR Gosstroy data, the association of enterprises in industrial cen- 
ters with projects used in common provides an average 2-3 percent savings in ca- 
pital investments, significantly more in some of them. According to the approved 
plans for industrial centers, reduction in construction cost thus far has amounted 
to about 1.5 billion rubles, and the annual reduction in operating expenses is 
approximately 300 million rubles. Thus, the national economic importance of plan- 
ning and building industrial enterprises with a cooperative arrangement of pro- 
jects and structures for service and auxiliary facilities has been proven in prac- 
tice in past years. 


In the 10th Five-Year Plan, more than 70 percent of the capital investments allo- 
cated for industrial construction were directed at construction of enterprises as 
part of industrial centers. In Belorussia, newly constructed enterprises are, as 
a rule, being arranged in industrial centers. Significant work on the association 
of enterprises in industrial centers is being carried out in the RSFSR, the Lithu- 
anian SSR, and Moldavia. 


At the same time, the experience of past years attests to the existence of short- 
comings and unresolved problems in this important endeavor which impede expansion 
of this progressive direction of capital construction. The All-Union scientific 
and practical conference on the problem of improving the efficient arrangement 

and construction of enterprises as part of industrial centers, which was held re- 
cently in Brest, thoroughly reviewed the example of the Belorussian SSR as a posi- 
tive experience, as well as existing shortcomings in the practice of such construc- 
tion. Taking this into account, in the near future it is planned to make the 





statute on the procedure for drafting, planning and financing the construction of 
projects used in common by a group of enterprises more specific, and to prepare 
a statute on the principal builder of such projects and the procedure for turning 
them over for operation. These documents will be submitted for approval by the 
USSR Gosstroy and the USSR Gosplan. 


These are just some of the problems in efficiently directing capital investments 


in the llth Five-Year Plan. Their solution will make it possible to carry out 
capital construction more efficiently. 


COPYRIGHT: Izdatel'stvo "Ekonomika", "Planovoye khozyaystvo", 1981 
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